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Background 

The  Office  of  the  Comptroller  of  the  Currency  (OCC)  was 
established  in  1863  as  a  bureau  of  the  Department  of 
the  Treasury.  The  OCC  is  headed  by  the  Comptroller  who 
is  appointed  by  the  President,  with  the  advice  and  con¬ 
sent  of  the  Senate,  for  a  5-year  term. 

The  OCC  regulates  national  banks  by  its  power  to: 

•  Approve  or  deny  applications  for  new  charters, 
branches,  capital  or  other  changes  in  corporate  or 
banking  structure; 

•  Examine  the  banks; 

•  Take  supervisory  actions  against  banks  which  do  not 
conform  to  laws  and  regulations  or  which  otherwise 
engage  in  unsound  banking  practices,  including 
removal  of  officers,  negotiation  of  agreements  to 
change  existing  banking  practices  and  governing 
bank  lending  and  investment  practices  and  cor¬ 
porate  structure. 

•  Issue  rules  and  regulations  concerning  banking 
practices  and  governing  bank  lending  and  invest¬ 
ment  practices  and  corporate  structure. 

The  OCC  divides  the  United  States  into  six  geographi¬ 
cal  districts,  with  each  headed  by  a  Deputy  Comptroller. 

The  Office  is  funded  through  assessments  on  the  assets 
of  national  banks. 
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The  Comptroller 

Robert  Logan  Clarke  became  the  26th  Comptroller  of  the 
Currency  on  December  10,  1985. 

By  statute,  the  Comptroller  serves  a  concurrent  term  as 
a  Director  of  the  Federal  Deposit  Insurance  Corporation 
and  as  a  member  of  the  Federal  Financial  Institutions 
Examination  Council. 

An  attorney,  Mr.  Clarke  was  formerly  with  the  law  firm  of 
Bracewell  &  Patterson  in  Houston,  Texas.  He  joined  the 
firm  in  1968  and  founded  its  Banking  Section  in  1972. 

Mr.  Clarke  received  a  B.A.  degree  from  Rice  University 
in  1963  and  an  LL.B.  degree  from  Harvard  University  Law 
School  in  1966.  He  served  as  a  Captain  in  the  United 
States  Army  from  1966  to  1968. 


The  Quarterly  Journal  is  the  journal  of  record  for  the  most  significant  actions  and  policies  of  the  Office  of  the  Comp¬ 
troller  of  the  Currency.  It  is  published  four  times  a  year  in  March,  June,  September  and  December.  The  Quarterly 
Journal  includes  policy  statements,  decisions  on  banking  structure,  selected  speeches  and  testimony,  material  released 
if  tf  a  interpretive  letters  series  summaries  of  enforcement  actions,  statistical  data  and  other  information  of  interest 
to  tt  <•  administration  of  national  banks  Suggestions,  comments  or  questions  may  be  sent  to  the  Communications  Divi¬ 
sor  Office  of  the  Comptroller  of  the  Currency,  Washington,  DC  20219.  Subscriptions  are  available  for  $50  a  year 
ny  m it  ng  to  the  Publications  Control  Office— QJ,  Office  of  the  Comptroller  of  the  Currency,  Washington,  DC  20219. 
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Operations  of  National  Banks 


The  performance  of  national  banks  through  the  third 
quarter  of  1986  was  characterized  by  lackluster  earnings 
as  a  result  of  high  loan  losses.  The  uneven  pace  of  eco¬ 
nomic  expansion  and  adjustments  to  declining  interest 
rates  impaired  bank  earnings.  Certain  sectors  of  the  econ¬ 
omy,  including  agriculture,  energy,  and  commercial  real 
estate,  continued  to  experience  difficulties.  Banks  with 
loan  portfolios  concentrated  in  these  industries  were  es¬ 
pecially  hard  hit.  The  poor  asset  quality  caused  these 
banks  to  increase  their  loan  loss  provisions,  placing  pres¬ 
sure  on  earnings.  The  decline  in  interest  rates  squeezed 
net  interest  margins;  asset  yields  dropped  but  the  cost 
of  funds  did  not.  As  their  traditional  source  of  earnings 
from  loan  income  diminished,  banks  relied  more  on 
noninterest  sources,  such  as  fee  income  and  securities 
transactions,  to  boost  earnings. 


Net  income  for  national  banks  was  $7.3  billion,  $498  mil¬ 
lion  lower  than  for  the  comparable  period  in  1985.  Return 
on  assets  fell  for  both  the  multinational  and  the  commu¬ 
nity  banks1.  Narrowing  net  interest  margins  and  rising  loan 
loss  provisions  offset  the  substantial  growth  in  revenues 
from  noninterest  income  and  from  the  sale  of  investment 
securities. 


RETURN  ON  AVERAGE  ASSETS  DECLINED 
SHARPLY  AT  COMMUNITY  BANKS 


Median 

(Percent) 


(NET  INCOME/AVERAGE  ASSETS) 


’In  the  discussion  on  bank  performance,  the  national  banking  system 
is  divided  into  three  categories— multinational  banks  with  worldwide 
operations,  regional  banks  with  assets  over  $1  billion,  and  community 
banks  with  assets  less  than  $1  billion. 


The  proportion  of  national  banks  with  negative  earnings 
also  rose.  Of  the  national  banks  in  operation  for  at  least 
3  years,  17.5  percent  reported  losses  in  the  third  quarter, 
almost  50  percent  more  than  1  year  ago.  At  the  same 
time,  the  percentage  of  high  performing  banks,  those  with 
an  ROA  of  more  than  1.5  percent  dropped  from  21.4  per¬ 
cent  to  17.2  percent. 

A  GROWING  NUMBER  OF  NATIONAL  BANKS 
ARE  OPERATING  WITH  LOSSES 


(Percent) 
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Source  Call  Reports 

Net  interest  margins  fell  for  all  three  groups  of  banks.  The 
recent  decline  in  interest  rates  did  not  prove  to  be  benefi¬ 
cial.  While  the  prime  rate  fell  100  basis  points  during  the 
quarter,  deposit  rates  generally  remained  unchanged. 
Banks  with  asset  mixes  which  consisted  predominantly 
of  prime-based  loans  funded  with  consumer  deposits 
were  particularly  affected. 

NET  INTEREST  MARGINS  FELL 

(NET  INTEREST  INCOME/AVERAGE  ASSETS) 

Median 

(Percent) 


Source  Call  Reports 


Category 

Number 

Percent  of 
Assets  Held 

Multinational 

11 

33% 

Regional 

192 

42% 

Community 

4.714 

25% 

4,917 

100% 

Declining  loan  demand  also  caused  banks  to  adjust  their 
asset  mix,  shifting  from  higher  yielding  loans  to  lower 
yielding  securities,  thereby  reducing  margins.  Multination¬ 
al  banks  in  particular  experienced  sagging  loan  growth 
in  their  commercial  and  industrial  loan  portfolio,  their 


1 


primary  line  of  business.  This  may  be  attributed  to  a  slug¬ 
gish  economy  and  the  disintermediation  of  investment- 
grade  corporate  borrowers  to  the  commercial  paper  mar¬ 
ket  and  the  bond  and  equity  markets. 

In  the  absence  of  loan  demand,  banks  increased  their 
securities  holdings.  Changes  in  the  tax  law  provided  an 
additional  incentive  for  the  banks  for  expand  their  secu¬ 
rities  portfolios.  Under  the  Tax  Reform  Act  of  1986,  banks 
can  no  longer  deduct  interest  expense  attributable  to  tax- 
exempt  obligations  acquired  after  August  7,  1986.  In  an¬ 
ticipation  of  this  tax  law  change,  banks  made  large  pur¬ 
chases  of  tax-exempt  securities.  Securities  holdings  in¬ 
creased  by  20  percent  from  the  third  quarter  of  1985. 


AS  LOAN  LOSSES  ESCALATED 
BANKS  BOLSTERED  THEIR  LOSS  RESERVE 

“•dlin  (LOAN  LOSS  RESERVE  TOTAL  LOANS) 

(Porcont) 


Credit  quality  continued  to  create  problems  for  the  bank¬ 
ing  industry.  Continued  weakness  in  certain  sectors  of 
the  economy,  such  as  agriculture,  energy,  and  commer¬ 
cial  real  estate,  has  caused  a  significant  deterioration  in 
asset  quality.  Net  loan  losses  rose  at  banks  of  all  sizes. 

LOAN  LOSSES  MOUNT 

(NET  LOAN  LOSSES.  AVERAGE  LOANS) 

Median 

(Percent) 


Source  Call  Reports 


In  light  of  the  historically  high  levels  of  loan  losses,  banks 
are  forgoing  higher  profits  to  increase  their  loan  loss  pro¬ 
vision  and  to  bolster  their  loss  reserve.  Deterioration  in 
asset  quality  and  the  consequent  increase  in  loan  loss 
provisions  is  the  primary  cause  of  the  weaker  earnings. 


RISING  CREDIT  LOSSES  REQUIRE 
INCREASING  PROVISIONS 

(PROVISION  FOR  LOAN  LOSSES  AVERAGE  ASSETS) 


The  outlook  for  credit  quality  appears  encouraging  for 
the  larger  banks  as  evidenced  by  the  decrease  in  non- 
current  loans.  Unfortunately,  the  credit  quality  outlook  for 
many  of  the  community  banks  remains  poor,  especially 
for  those  located  in  the  Midwest  and  the  Southwest. 
These  community  banks  lack  the  portfolios  and  the  geo¬ 
graphic  diversification  of  the  larger  banks.  For  the  com¬ 
munity  banks,  the  ratio  of  noncurrent  loans  to  total  loans 
for  the  third  quarter  1986  was  the  highest  of  the  last  three 
comparable  periods. 

The  contribution  to  earnings  from  more  traditional  sources 
of  earnings,  such  as  loan  income,  continued  to  decline. 
Net  operating  income  (income  before  securities  gains  or 
losses,  extraordinary  items,  and  taxes)  for  national  banks 
decreased  $1.5  billion  to  $8.1  billion  over  the  past  year. 
As  a  percent  of  average  assets,  net  operating  income 
declined  for  all  three  groups  of  national  banks. 

COMMUNITY  BANKS  EXPERIENCED 
SHARP  DECLINE  IN  OPERATING  INCOME 

Median  (NET  OPERATING  INCOME/AVERAGE  ASSETS) 

(Percent) 


Source  Call  Report* 


As  revenues  from  traditional  interest-bearing  sources,  such 
as  loan  income,  slacken,  banks  are  turning  to  noninterest 
sources  to  boost  earnings.  The  larger  banks  experienced 
substantial  growth  in  earnings  generated  from  foreign  ex¬ 
change  and  fee-based  services.  Noninterest  income  at  the 
regional  banks  increased  by  17  percent  over  the  past  12 
months  and  19  percent  at  the  multinational  banks. 
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NONINTEREST  INCOME  INCREASED 
AT  THE  LARGE  BANKS 

Mealan  (NONINTEREST  INCOME/AVERAGE  ASSETS) 

(Percent) 


Source  Call  Reports 

In  addition  to  noninterest  income,  banks  are  relying  more 
heavily  on  gains  from  securities  trading  to  make  up  for 
diminishing  interest  income.  Securities  gams  increased  by 
$1.2  billion,  from  $582  million  in  the  third  quarter  of  1985 
to  $1.8  billion  in  the  corresponding  quarter  of  1986.  Profits 
from  securities  trading  more  than  doubled  at  multination¬ 
al  and  community  banks  and  quadrupled  at  regional 
banks.  This  heavy  reliance  on  nonoperating  earnings 
could  lead  to  future  problems  if  interest  rates  rise  and  gains 
from  the  securities  portfolios  dissipate 

On  September  30,  1986,  314  national  banks  were  ex¬ 
periencing  serious  problems  due  to  financial,  operating, 


or  compliance  weaknesses  This  was  a  4  percent  increase 
from  the  previous  quarter  and  20  percent  increase  over 
1  year  ago.  More  than  half  of  the  problem  banks  are  lo¬ 
cated  in  the  Midwest  and  Southwest  Thirty-six  national 
banks  with  combined  assets  of  $2.8  billion  failed  during 
the  first  9  months  of  1986,  compared  to  23  failures  with 
combined  assets  of  $967  million  during  the  comparable 
period  last  year. 


Rose  W.  Ho 
Financial  Analyst 
Economic  &  Policy  Analysis 

NOTE  Three  technical  changes  have  been  adopted  in  the  generation 
of  statistics  for  this  article.  Beginning  with  this  issue 

1.  The  source  of  data  will  be  changed  from  the  supervisory  data  base 
to  Call  Report  tapes.  The  supervisory  data  base  contains  mostly  precal¬ 
culated  Uniform  Bank  Performance  Report  (UBPR)  ratios.  The  Call  Report 
tapes  allow  the  flexibility  of  computing  ratios  that  do  not  appear  in  the 
UBPR. 

2.  Trend  analysis  will  be  conducted  using  a  time  series  consisting  of 
data  from  the  same  quarter  from  previous  years,  replacing  the  past  prac¬ 
tice  of  using  consecutive  quarters.  The  new  method  is  used  to  adjust 
for  season  fluctuations  of  banking  statistics 

3.  The  median  statistic  will  be  used  in  the  analysis  to  replace  the  mean 
or  average  statistic.  The  median  is  preferred  because  it  is  less  affected 
by  outliers  than  the  mean. 
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Comptroller’s  Report  of  Operations  —  1986 


Comptroller 

The  Comptroller  supervises  over  4,900  federally  chartered 
national  banks  through  a  nationwide  staff  of  bank  ex¬ 
aminers  and  other  professional  and  support  personnel. 
These  banks  account  for  approximately  two-thirds  of  the 
assets  of  the  commercial  banking  system.  Additionally, 
the  Comptroller  also  supervises  the  federally  licensed 
branches  and  agencies  of  foreign  banks. 

During  1986,  the  Comptroller  reorganized  the  Office  to 
provide  for  more  effective  oversight  of  bank  supervision 
functions  by  dividing  the  responsibility  between  policy 
and  operations.  In  addition,  all  administrative  functions 
were  consolidated  to  provide  for  more  effective  control 
and  coordination.  As  a  result  of  the  reorganization,  the 
Comptroller  formed  a  policy  group  consisting  of  the 
Senior  Deputy  Comptroller  for  Bank  Supervision  Policy, 
the  Senior  Deputy  Comptroller  for  Bank  Supervision 
Operations,  the  Senior  Deputy  Comptroller  for  Adminis¬ 
tration,  the  Senior  Deputy  Comptroller  for  Legislative  and 
Public  Affairs,  the  Senior  Deputy  Comptroller  for  Cor¬ 
porate  and  Economic  Programs,  the  Chief  Counsel,  and 
the  Special  Adviser  to  the  Comptroller.  Besides  advising 
the  Comptroller  on  policy  issues,  the  Policy  Group  meets 
informally  to  discuss  possible  action  on  complex,  con¬ 
troversial  or  highly  sensitive  issues  which  could  signifi¬ 
cantly  affect  the  OCC,  its  employees,  or  the  banking  in¬ 
dustry. 

The  Comptroller’s  personal  staff  directs,  coordinates,  and 
manages  the  day-to-day  operations  of  his  Office  and  ad¬ 
vises  him  on  policy  formulation  and  management  deci¬ 
sions.  The  staff  also  develops  the  framework  for,  and  mo¬ 
nitors  and  manages  projects  of  special  interest  to  the 
Comptroller.  The  Comptroller’s  Executive  Assistant  acts 
on  the  Comptroller’s  behalf  in  carrying  out  policies  and 
directions  and  by  providing  liaison  with  OCC  personnel 
and  other  agencies. 

Special  Adviser  to  the  Comptroller 

The  Special  Adviser  to  the  Comptroller  provides  the 
Comptroller  with  advice  and  assistance  on  a  wide  range 
of  banking  matters  including  the  long-range  implications 
of  new  developments  and  trends  in  the  banking  and  fin¬ 
ancial  industry.  Among  other  issues,  the  Special  Adviser 
is  concerned  with  developing  greater  coordination  be¬ 
tween  private  auditors  and  bank  supervisors,  developing 
better  information  for  bank  directors  to  fulfill  their  respon¬ 
sibilities,  helping  problem  banks  deal  successfully  with 
their  operating  problems  and  studying  alternatives  for  the 


banking  industry’s  future  role  as  a  provider  of  financial 
services.  The  Special  Adviser  also  represents  the  Comp¬ 
troller  at  key  business  and  industry  leader  meetings. 

Senior  Deputy  Comptroller  for  Legislative  and 
Public  Affairs 

The  Legislative  and  Public  Affairs  Department  provides 
information  to  and  works  with  those  outside  the  OCC  to 
further  the  agency’s  goals.  It  is  responsible  for  external 
relations  with  banks  and  banking  organizations,  Con¬ 
gress,  the  public,  news  media,  bank  customers  and  non¬ 
bank  financial  industry  groups.  In  addition,  it  manages 
the  Community  Development  Corporation  program.  The 
department  includes  the  Banking  Relations,  Communi¬ 
cations,  Customer  and  Industry  Affairs,  and  Congression¬ 
al  Liaison  divisions. 

Senior  Deputy  Comptroller  for  Bank  Supervi¬ 
sion  Policy 

The  Senior  Deputy  Comptroller  for  Bank  Supervision  Poli¬ 
cy  formulates,  implements  and  monitors  supervisory  and 
compliance  policies  and  procedures;  conducts  analyses 
of  international  banking  issues;  formulates  rehabilitative 
solutions  for  troubled  and  failing  banks;  and  coordinates 
OCC’s  supervisory  systems  and  information  activities. 
These  responsibilities  are  effected  through  the  offices  of 
the  Deputy  Comptroller  for  Special  Supervision,  the 
Deputy  Comptroller  for  Supervisory  Systems,  the  Deputy 
Comptroller  for  International  Relations  and  Financial 
Evaluation,  the  Deputy  Comptroller  for  Compliance  and 
the  Chief  National  Bank  Examiner.  The  Senior  Deputy 
Comptroller  also  coordinates  the  Comptroller’s  respon¬ 
sibilities  as  a  member  of  the  Board  of  Directors  of  the  Fed¬ 
eral  Deposit  Insurance  Corporation. 

Senior  Deputy  Comptroller  for  Bank  Supervi¬ 
sion  Operations 

The  Senior  Deputy  Comptroller  for  Bank  Supervision 
Operations  oversees  the  six  district  offices  and  the  Mul¬ 
tinational  Banking  Department. 

The  Senior  Deputy  formulates  and  implements  a  broad 
range  of  policies  and  procedures  relevant  to  the  effec¬ 
tiveness  and  efficiency  of  OCC’s  district  offices  and  the 
Multinational  Banking  Program.  Specific  responsibilities 
include  directing  programs  and  policies  for  the  supervi¬ 
sion  and  regulation  of  national  banks  to  promote  the  con¬ 
tinuing  existence  of  a  solvent  and  competitive  national 
banking  system.  The  Senior  Deputy  Comptroller  for  Bank 
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Supervision  Operations  is  also  responsible  for  directing 
the  examination,  supervision,  and  analysis  of  multinational 
and  regional  banks  including  international  banking  ac¬ 
tivities. 

Senior  Deputy  Comptroller  for  Corporate  and 
Economic  Programs 

The  Senior  Deputy  Comptroller  for  Corporate  and 
Economic  Programs  advises  the  Comptroller  on  policy 
matters  and  has  been  delegated  sole  decisionmaking 
responsibility  for  national  bank  charter  and  merger  ap¬ 
plications  and  other  national  bank  applications  relating 
to  corporate  activities. 

The  Senior  Deputy  Comptroller  for  Policy  and  Planning 
also  oversees  Economic  and  Policy  Analysis,  Strategic 
Planning,  and  Industry  and  Financial  Analysis. 

Senior  Deputy  Comptroller  for  Administration 

The  Senior  Deputy  Comptroller  for  Administration  is 
responsible  for  the  efficient  administrative  functioning  of 
the  OCC.  Through  the  Deputy  Comptroller  for  Manage¬ 
ment  Resources  and  the  Deputy  Comptroller  for  Systems 
and  Financial  Management,  the  Senior  Deputy  super¬ 


vises  the  Operations  Analysis,  Training  and  Development, 
Human  Resources,  Administrative  Services,  Financial 
Management,  Information  Systems  and  Technology,  and 
Management  Information  Systems  divisions,  as  well  as 
the  Equal  Employment  Opportunity  Office.  District 
administrative  functions  are  provided  with  staff  assistance 
and  guidance  by  Washington  Office  units. 

Chief  Counsel 

The  Chief  Counsel  advises  the  Comptroller  on  legal  mat¬ 
ters  arising  in  the  administration  of  laws,  rulings  and  regu¬ 
lations  governing  national  banks.  The  Chief  Counsel 
directs  all  legal  functions  in  and  for  the  OCC.  Those  duties 
involve  writing  and  interpreting  legislation,  responding  to 
requests  for  interpretations  of  statutes,  regulations  and 
rulings,  defending  the  Comptroller’s  actions  challenged 
in  administrative  and  judicial  proceedings,  supporting  the 
bank  supervisory  efforts  of  the  Office  and  representing 
the  OCC  in  all  legal  matters.  Those  responsibilities  are 
carried  out  through  supervision  of  the  Enforcement  and 
Compliance,  Legal  Advisory  Services,  Litigation,  Securi¬ 
ties  and  Corporate  Practices,  and  Legislative  and  Regula¬ 
tory  Analysis  divisions,  and  an  organization  of  counsels 
in  the  OCC's  six  districts. 


Bank  Supervision  Policy 


Special  Supervision 

During  1986  the  former  Special  Projects  Division  was  re¬ 
organized,  its  activities  restructured,  and  renamed.  The 
restructuring  occurred  because  of  the  rising  number  of 
problem  bank  situations  over  the  last  several  years  and 
fhe  need  for  the  OCC  to  more  promptly  and  effectively 
respond  to  the  increased  workload.  Since  1981,  the  num¬ 
ber  of  banks  requiring  special  supervision  has  steadily 
increased,  from  251  to  1,245  at  yearend  1986.  During  this 
same  period,  the  OCC  took  steps  to  strengthen  its  su¬ 
pervisory  capabilities  at  the  district  level  in  order  to  deal 
with  the  increasing  number  of  problem  banks. 

During  the  year,  the  division's  responsibilities  were 
cr  anged  to  focus  on  providing  expert  guidance  and  con¬ 
sultation  on  problem  bank  issues  to  district  offices  and 
o  ner  DCC  personnel  This  action  relieved  the  division 
of  daily  involvement  m  less  serious  problem  bank  situa- 
“  ons  and  enabled  it  to  focus  its  attention  on  a  broader 
>  e  of  researching  and  developing  supervisory  tools  to 
deal  more  effectively  with  problem  bank  situations. 


the  potential  for  failure  is  high.  During  1986,  the  division 
supervised  the  closing  of  48  national  banks.  Thirty  of  the 
closings  were  followed  by  a  purchase  of  assets  and  as¬ 
sumption  of  liabilities,  eight  were  followed  by  a  transfer 
of  insured  deposits  to  other  institutions,  and  ten  resulted 
in  a  payout  of  deposits  by  the  FDIC. 

While  the  division  has  always  played  an  important  role 
in  the  rehabilitation  of  problem  bank  institutions,  its  ef¬ 
forts  in  this  area  are  expected  to  increase  through  the 
development  of  new  supervisory  tools.  During  1986,  125 
banks  in  the  special  projects  program  had  improved  to 
a  satisfactory  condition  and  were  removed  from  the  pro¬ 
gram.  In  addition,  there  were  8  banks  in  critical  condi¬ 
tion  that  improved  sufficiently  to  avert  failure.  To  expand 
the  OCC’s  supervisory  and  rehabilitative  tools,  the  divi¬ 
sion  has  participated  in  drafting  new  legislation  and  su¬ 
pervisory  policies  to  provide  greater  regulatory  flexibility 
in  failing  bank  situations  and  reduced  risk  to  the  public. 
This  enhanced  policy  role  will  be  emphasized  in  1987. 

Supervisory  Systems 


r  e  d  /  -  or  continues  to  be  the  focal  point  for  supervis- 
*  ar d  "  -r  agmg  most  critical  bank  situations  in  which 


Supervisory  Systems  (formerly  Supervisory  Analysis)  was 
restructured  during  1986  to  provide  a  central  focus  for 
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supervisory  systems  and  information  activities.  The 
department  is  responsible  for  developing,  enhancing, 
coordinating  and  maintaining  OCC’s  supervisory  sys¬ 
tems.  Major  changes  included  the  creation  of  a  Quality 
Assurance  function  and  the  name  change  of  the  Com¬ 
munity  Bank  Analysis  Division  to  Supervisory  Information. 

Quality  Assurance 

This  new  division  will  be  the  focal  point  for  the  develop¬ 
ment  and  coordination  of  a  program  to  promote  and 
measure  the  quality  of  OCC’s  supervisory  processes  and 
products.  The  area  will  serve  as  a  consultant  to  OCC 
managers  in  order  to  implement  the  program. 

Supervisory  Information 

The  Supervisory  Information  Division  supports  OCC  su¬ 
pervisory  functions  by  developing  supervisory  informa¬ 
tion  systems,  analyzing  data  and  ensuring  its  integrity,  and 
assessing  systemic  risk  in  the  national  banking  system. 

In  1986,  the  division  changed  its  name  from  Community 
Bank  Analysis  to  Supervisory  Information  to  reflect 
changes  in  its  focus.  It  continues  to  be  the  focal  point  for 
designing,  developing  and  maintaining  the  OCC’s  Su¬ 
pervisory  Information  System  (SIS).  Systems  developed 
or  enhanced  to  support  expanding  needs  within  the  OCC 
are: 

•  The  Automated  Examination-Generated  Informa¬ 
tion  System  (AEGIS)  —  a  data  base  of  objective 
and  subjective  information  about  the  policies  and 
administrative  controls  used  by  financial  institu¬ 
tions  and  other  regulated  entities. 

•  The  National  Bank  Surveillance  Video  Display  Sys¬ 
tem  (NBSVDS)  —  a  data  base  that  includes  quart¬ 
erly  ratios  and  financial  information  from  reports 
of  condition  and  income,  information  on  bank 
holding  companies,  examination  results  and  other 
regulatory  information. 

•  The  Community  Bank  Scoring  System  (CBSS)  — 
an  automated  system  used  since  July  1985  to 
identify  potentially  unstable  community  banks  for 
early  warning  analysis. 

•  The  Supervisory  Monitoring  System  (SMS)  —  an 
automated  system  used  to  record  the  superviso¬ 
ry  history  and  plan  for  each  institution  regulated 
by  the  OCC. 

During  the  year  the  division  assumed  responsibility  for 
data  integrity.  The  division  is  now  responsible  for  deter¬ 
mining  that  the  data  in  the  Supervisory  Information  Sys¬ 
tem  is  accurate,  timely  and  complete  and  recommend¬ 
ing  procedures  to  ensure  its  integrity.  Finally,  the  division 


is  responsible  for  managing  the  systemic  risk  information 
system  and  project  list. 

Supervisory  Research 

Supervisory  Research  identifies,  researches  and  de¬ 
velops  new  techniques  and  microcomputer  technology 
to  improve  the  OCC’s  supervisory  process.  Specific  ac¬ 
tivities  include  developing  financial  modeling  and  ad¬ 
vanced  offsite  analysis  techniques;  testing  various  soft¬ 
ware  tools;  and  analyzing  and  making  recommendations 
on  proposals  for  technological  applications  for  bank  su¬ 
pervision. 

Computer  technology  plays  a  significant  role  in  the  OCC 
supervisory  process.  New  technology  (microcomputers, 
networking,  applications,  etc.)  has  given  examiners  the 
capability  of  direct  access  to  databases,  downloading, 
data  processing,  and  word  processing.  The  distribution 
of  this  computing  power  to  the  ultimate  user  enhances 
the  efficiency  and  effectiveness  of  the  OCC’s  superviso¬ 
ry  functions. 

Major  projects  in  1986  included  creating  and  administer¬ 
ing  the  OCC  Microcomputer  User  Group;  researching 
and  developing  Artificial  Intelligence  software;  training  on 
financial  modeling  applications;  and  researching  and  de¬ 
veloping  interest  rate  risk  analysis.  The  OCC  Microcom¬ 
puter  User  Group  was  formed  to  coordinate  the  develop¬ 
ment  of  innovative  microcomputer  applications 
throughout  the  agency.  To  date,  the  user  group  library 
contains  over  fifty  microcomputer  applications. 

Research  and  development  continues  in  the  area  of  new 
techniques.  The  early  warning  systems  such  as  the  CBSS 
and  the  FDIC  EMS/CAEL  system  are  being  reviewed,  and 
results  compared  to  a  CAMEL  projection  model.  In  ad¬ 
dition,  maintenance  and  improvements  are  provided  for 
the  UBPR  Update,  Margin  Model,  OCC1A  Forecasting 
Model,  and  Capital  Projection  Model.  All  of  the  applica¬ 
tions  incorporate  Call  Report  data  downloaded  from  the 
OCC’s  mainframe  computer. 

Chief  National  Bank  Examiner 

The  Office  of  the  Chief  National  Bank  Examiner  provides 
support  for  the  OCC’s  supervisory  efforts  by  advising  dis¬ 
trict  and  field  staff  on  banking  operations,  automated  sys¬ 
tems,  accounting,  and  on-site  examination  procedures 
The  Office  also  helps  develop  examination  approaches 
to  new  issues  confronting  the  banking  industry  and  su¬ 
pervisory  personnel.  Reporting  to  the  Chief  National  Bank 
Examiner  are  the  Bank  Accounting  Division,  the  Com¬ 
mercial  Activities  Division,  the  EDP  Activities  Division,  and 
Special  Assistants.  During  1986,  the  CNBE's  office  coor¬ 
dinated  interagency  efforts  to  amend  call  reports  and  dis¬ 
closure  systems,  to  respond  to  the  ongoing  problems  in 
the  agricultural  and  energy  sectors  of  the  economy,  and 
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to  develop  a  report  on  foreign  government  treatment  of 
US  banks. 

Commercial  Activities 

The  Commercial  Activities  Division  identifies  issues  and 
trends  in  the  financial  services  industry  and  banking  oper¬ 
ations,  develops  and  updates  policies  for  bank  supervi¬ 
sion,  and  evaluates  the  effectiveness  of  and  compliance 
with  these  policies.  In  addition,  the  division  revises  and 
updates  the  Comptroller's  Handbook  for  National  Bank 
Examiners  and  administers  the  uniform  commission  ex¬ 
amination  for  national  bank  examiners. 

The  division  also  acts  as  liaision  with  other  regulatory 
agencies,  the  banking  industry  and  other  related  groups 
on  commercial  activities  policies  and  procedures.  In  1986, 
the  division  led  or  participated  in  interagency  task  forces 
addressing  financial  disclosure,  the  Bank  Secrecy  Act, 
insurance  matters,  chain  banks,  interagency  communi¬ 
cations,  and  Shared  National  Credits.  Division  staff 
worked  closely  with  Treasury's  Financial  Enforcement 
Office  regarding  Bank  Secrecy  Act  compliance.  The  di¬ 
vision  frequently  develops  data  and  text  for  use  in  Con¬ 
gressional  testimony,  speeches,  correspondence  and 
reports.  Members  of  the  division  participate  on  panels 
and  as  speakers  for  industry  related  seminars  and  meet¬ 
ings. 

Commercial  Activities  is  primarily  responsible  for  leading 
the  OCC’s  efforts  in  the  following  areas:  financial  dis¬ 
closure  policy,  Bank  Secrecy  Act  compliance,  supervision 
of  chain  banks,  civil  money  penalties,  risk-based  capital, 
and  capital  forbearance. 

The  division  was  instrumental  in  implementing  the  super¬ 
visory  approach  and  continues  to  serve  as  focal  point 
for  modifications  of  this  system. 

In  its  ongoing  effort  to  keep  the  industry  as  well  as  ex¬ 
aminers  informed,  the  division  continues  to  provide  sub¬ 
stantial  support  to  help  resolve  problems  relating  to  12 
C.F.R  3,  the  capital  regulation.  In  addition,  the  division 
is  primarily  responsible  for  drafting  OCC’s  Notice  of  Pro¬ 
posed  Rulemaking  for  risk-based  capital. 

Division  personnel  led  or  participated  in  several  OCC  task 
forces  which  addressed  improved  career  opportunities 
within  the  OCC,  real  estate  construction  loan  problems, 
and  legal  lending  limit  concerns. 

During  the  year,  a  wide  variety  of  research  projects  and 
related  policy  issuances  were  initiated  which  focused  on 
emerging  areas  of  risk  and  innovation  in  the  banking  in¬ 
dustry  These  included  studies  and  projects  addressing 
analysis  of  liquidity  policy,  the  effects  of  interstate  bank¬ 
ing  on  supervision,  farm  bankruptcy  and  the  Food  Secu¬ 
rity  Act  of  1985  allowance  for  loan  and  lease  losses,  le¬ 


gal  lending  limits,  loan  sales/participations,  concentrations 
of  credit,  statutory  bad  debts,  bank  stock  loans,  the  Bank 
Protection  Act,  director  education,  and  brokered  deposits. 

EDP  Activities 

The  EDP  Activities  Division  supports  the  Chief  National 
Bank  Examiner  and  Bank  Supervision  by  developing  and 
evaluating  policy  for  bank  technology  and  information  sys¬ 
tems  management  issues.  In  1986,  the  division  provid¬ 
ed  substantial  support  in  addressing  OCC-wide  bank  su¬ 
pervision  and  operational  priorities. 

The  division  identifies  issues  of  interest  to  the  OCC 
through  research  and  environmental  scanning,  industry 
liaison,  technical  consulting  and  training  support  for  OCC 
field  staff.  In  addition,  the  division  devotes  a  substantial 
portion  of  its  resources  to  surveillance  of  events  and 
trends  in  the  banking  industry’s  use  of  technology. 

The  policy  development  aspect  of  the  division’s  mission 
involves  translating  issues  and  concerns  into  bank  super¬ 
vision  policies  and  procedures.  Project  managers  work 
with  other  bank  supervision  staff  to  design,  develop,  test 
and  implement  policy  and  procedural  responses  to  tech¬ 
nology  and  other  bank  supervisory  issues. 

The  division  administers  the  Multi-District  Data  Process¬ 
ing  Servicer  Program  (MDPS).  This  program  is  an  inter¬ 
agency  cooperative  effort  for  supervising  the  largest  EDP 
servicers  of  financial  institutions.  The  program  has  been 
productive  from  both  supervision  and  research  perspec¬ 
tives.  The  strategic  and  operating  plans  of  the  servicers 
included  in  this  program  are  effective  leading  indicators 
of  trends  in  the  market  for  bank  products  and  services. 

The  Bank  Supervision  Quality  Control  Program  is  ad¬ 
ministered  by  the  division.  This  program  assesses  the  ef¬ 
fectiveness  of  quality  control  efforts  in  each  district.  Em¬ 
phasis  is  given  to  the  implementation  of  policy  and 
procedures  and  the  processes  employed  to  assure  com¬ 
pliance. 

An  advanced  EDP  training  program  is  administered  by 
the  division.  This  program  provides  career  development 
opportunities  for  selected  EDP  examiners.  Ensuring  the 
availability  of  highly  trained  and  experienced  EDP  ex¬ 
aminers  for  the  supervision  of  multinational  and  regional 
banks  and  MDPS  centers  is  the  goal  of  the  program. 

The  EDP  portion  of  AEGIS  (Automated  Examination- 
Generated  Information  System)  is  administered  by  the  di¬ 
vision.  This  system  provides  substantial  information  on 
the  status  of  automation  in  the  national  banking  system. 

It  also  identifies  and  analyzes  risks  in  the  banking  sys¬ 
tem  presented  by  automation  and  data  processing  serv¬ 
icers. 
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During  1986  the  unit  participated  in  a  variety  of  bank  su¬ 
pervision  projects.  These  included  conducting  an  exami¬ 
nation  of  and  developing  a  contingency  plan  for  the  OCC 
data  center,  developing  a  compliance  examination 
process,  conducting  a  vulnerability  assessment  of  exami¬ 
nations  and  economic  surveillance  for  the  Chief  Nation¬ 
al  Bank  Examiners  Office,  providing  technical  training  on 
daylight  overdrafts,  updating  the  FFIEC  EDP  Examina¬ 
tion  Handbook,  structuring  advanced  training  seminars 
and  making  several  presentations  to  groups  of  foreign 
bankers. 

Bank  Accounting 

The  Bank  Accounting  Division  establishes  accounting 
principles  and  reporting  practices  for  national  banks,  in¬ 
terprets  these  principles  and  reporting  practices,  de¬ 
velops  internal  accounting  education  programs,  and 
reviews  and  provides  guidance  for  the  preparation  of 
financial  statements  included  in  merger  proxy  statements, 
offering  circulars  and  registration  statements.  The  division 
also  represents  the  Office  of  the  Chief  National  Bank  Ex¬ 
aminer  in  many  OCC  and  interagency  work  groups,  in¬ 
cluding  the  FFIEC  Report  Task  Force. 

During  the  year,  the  division  directed  its  attention  to 
numerous  accounting,  reporting,  and  supervisory  issues. 
These  areas  included  international  loans,  loan  securiti¬ 
zations,  restructured  debt,  deferred  tax  charges,  futures 
contracts,  push-down  purchase  accounting  and  indepen¬ 
dent  audits.  The  division  also  provided  assistance  in  de¬ 
veloping  responses  to  various  agricultural,  energy  and 
real  estate  issues  and  participated  in  the  development 
of  the  capital  forbearance  program  for  agricultural  and 
energy  banks. 

The  division  takes  an  active  role  in  setting  accounting 
standards  that  apply  to  national  banks  by  maintaining  a 
close  relationship  with  the  Financial  Accounting  Stan¬ 
dards  Board  (FASB),  the  FASB  Emerging  Issues  Task 
Force,  and  the  American  Institute  of  Certified  Public  Ac¬ 
countants  (AICPA)  Banking  Committee. 

The  division  continued  its  effort  to  ensure  adequate  un¬ 
derstanding  of  accounting  principles  and  reporting  re¬ 
quirements.  Division  representatives  presented  the  OCC’s 
views  at  several  industry  and  staff  conferences. 

Financial  statements  reviewed  by  the  division  included 
those  in  121  business  combination  proxy  statements  (12 
C.F.R.  11.5  and  11.51),  52  offering  circulars  (12  C.F.R.  16), 
and  91  registration  statements  on  Forms  F-1,  S-14,  or  S-15 
(12  C.F.R.  11.4  and  11.41). 

Compliance 

The  Office  of  the  Deputy  Comptroller  for  Compliance  is 
responsible  for  directing,  maintaining  and  coordinating 


programs  dealing  with  adherence  to  laws,  regulations  and 
procedures.  It  is  also  responsible  for  establishing  and  up¬ 
dating  policies  and  procedures  for  the  supervision  of 
specialized  areas  of  bank  activities.  Reporting  to  the 
Deputy  Comptroller  are  the  Special  Assistant  for  Fair 
Lending,  the  Trust  Activities  Division,  Investment  Securi¬ 
ties  Division,  and  Consumer  Activities  Division. 

Trust  Activities 

The  Trust  Activities  Division  develops  examination  poli¬ 
cies  and  procedures  relating  to  the  fiduciary  activities  of 
national  banks.  Technical  support  is  provided  to  ex¬ 
aminers,  district  and  field  offices,  and  other  divisions  in 
the  Washington  Office.  Policy  decisions  and  information 
are  disseminated  to  banks,  trade  associations,  and  other 
government  agencies.  External  liaison  is  maintained  with 
the  fiduciary  and  related  financial  services  industry.  Trust 
staff  participate  in  national  and  state  trust  conferences. 
They  deliver  speeches  and  lectures  and  participate  in 
panel  discussions. 

The  division  plans  and  oversees  international  examina¬ 
tions  of  national  bank  fiduciary  activities.  During  1986  the 
international  fiduciary  activities  of  four  multinational  banks 
with  9  branches  or  affiliates  were  examined.  The  division 
processed  and  issued  143  Annual  Reports  of  Internation¬ 
al  Fiduciary  Activities.  Division  staff  supported  the  Mul¬ 
tinational  and  Regional  Bank  Supervision  Divisions  in 
overseeing  the  examination  of  domestic  trust  activities. 
Advice  and  assistance  in  enforcement  and  compliance 
activities  involving  trust  examination  matters  were 
provided. 

The  division  contributed  to  or  supervised  numerous  in¬ 
ternal  projects  during  1986.  These  included  preparing 
modules  for  a  new  examination  approach,  superivising 
quality  control,  participating  in  enforcement  actions,  coor¬ 
dinating  the  SEC/OCC  examination  of  Stock  Transfer  Ac¬ 
tivities,  centralizing  fee  billing,  developing  management 
information  systems,  and  computerizing  internal  functional 
records.  Numerous  opinion  letters  and  interpretations  of 
trust  regulations,  rules  and  policies  were  issued. 

In  addition  to  formulating  policy,  the  division  performs  ad¬ 
ministrative  functional  activities.  Three  hundred  fifty  six 
collective  investment  fund  plans/amendments  were 
processed  during  1986,  including  193  documents  for 
review  and  response.  Nationwide,  335  complaints  were 
filed  with  the  OCC  on  fiduciary  related  matters  in  nation¬ 
al  banks;  42  of  which  were  handled  on  appeal  by  the 
division.  Two  supplements  to  the  Comptroller’s  Handbank 
for  National  Trust  Examiners  were  completed  and  pub¬ 
lished  during  the  year. 

Fifty  four  applications  for  fiduciary  powers  were  reviewed 
and  processed  during  the  year,  including  applications 
from  one  foreign  federal  branch.  Eighty-two  certifications 
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of  trust  powers  were  issued.  Requests  to  establish  12  trust 
service  offices  were  approved.  The  division  reviewed  and 
processed  approximately  150  registrations/amendments 
to  registrations  of  the  690  stock  transfer  agents  in  national 
banks. 

Finally,  the  division  processed  nearly  1,900  Special 
Reports  of  Fiduciary  Activities  and  provided  Trust  Activi¬ 
ties  Reports  containing  peer  group  information  to  the 
reporting  banks  and  field  examiners  for  supervisory  pur¬ 
poses.  The  division  was  also  involved  extensively  in  ad¬ 
vising  the  OCC  Training  and  Development  Division  on 
trust  training  curriculums  and  the  FFIEC’s  Trust  Seminar. 
Trust  staff  also  served  as  lecturers  and  instructors  for 
FFIEC,  OCC  and  interagency  schools. 

Consumer  Examinations 

The  Consumer  Examinations  Division  is  responsible  for 
ensuring  that  national  banks  achieve  a  high  level  of  com¬ 
pliance  with  consumer  protection  and  fair  lending  laws. 
The  division  develops  examination  procedures  and  poli¬ 
cies,  monitors  national  bank  compliance  with  consumer 
protection  laws  and  regulations,  and  assists  in  consumer 
compliance  training  for  examiners  and  bankers.  In  addi¬ 
tion,  the  division  coordinates  the  administrative  enforce¬ 
ment  process  for  banks  requiring  more  than  normal  su¬ 
pervisory  attention  as  a  result  of  noncompliance  with 
consumer  protection  laws.  The  division’s  staff  gives  tech¬ 
nical  assistance  to  examiners  and  bankers  and  ad¬ 
ministers  the  OCC's  consumer  complaint  program. 

Division  staff  keep  abreast  of  changes  in  financial 
products  and  services  and  publish  supplements  to  the 
Comptroller’s  Handbook  for  Consumer  Examinations  an¬ 
nually  as  well  as  draft  bulletins  and  circulars  to  inform  ex¬ 
aminers  and  the  industry. 

in  1986,  the  division  sponsored  a  complaint  processing 
seminar  for  district  complaint  specialists  and  their  super¬ 
visors  The  seminar  provided  a  forum  for  participants  and 
Washington  office  staff  to  discuss  more  efficient  and  ef¬ 
fective  methods  of  responding  to  complaints.  The  divi¬ 
sion's  staff  also  made  presentations  on  updates  to  the 
various  consumer  compliance  regulations  and  the  con¬ 
sumer  complaint  information  system,  the  computer  track¬ 
ing  system  for  complaints  received  by  the  OCC. 

Division  staff  members  participated  in  the  Chief  National 
tiari-'  E/ammer  s  Ouality  Control  Program.  Several  dis- 
victs'  operations  were  reviewed  and  analyzed  to  deter- 
r  e  adherence  with  written  policies  and  procedures. 
re  manual  for  Microcomputer  Applications  for  Con¬ 
sumer  Activities  was  distributed  to  all  examiners.  It  in- 
s  .des  an  Annual  Percentage  Rate  program  and  a  Real 
"  sta*e  Construction  program  which  were  developed  by 
division  staff 


In  1986,  division  staff  chaired  an  FFIEC  task  force  to  re¬ 
write  the  pamphlet  “Important  Consumer  Information.” 
The  pamphlet  provides  basic  explanations  of  each  of  the 
consumer  compliance  regulations  and  lists  the  financial 
regulatory  agencies  and  the  types  of  institutions  they  su¬ 
pervise. 

Investment  Securities 

The  Investment  Securities  Division  serves  as  the  focal 
point  within  the  OCC  for  policy  analysis  on  matters  relat¬ 
ing  to  investment  securities,  and  bank  dealer  and  money 
market  activities.  The  division  formulates,  implements,  mo¬ 
nitors  and  evaluates  bank  supervisory  policy  in  these 
areas.  The  division  coordinates  and  carries  out  the 
responsibilities  imposed  by  federal  securities  law  as  the 
appropriate  regulatory  agency  for  national  banks  func¬ 
tioning  as  securities  dealers.  In  addition,  the  division  acts 
as  liaison  with  the  investment  banking  and  securities  in¬ 
dustry,  bank  dealer  community,  other  regulatory  bodies 
and  the  public  with  respect  to  investment  securities,  bank 
dealer  and  money  market  activities. 

Rapid  changes  in  trends  and  products  in  this  segment 
of  the  banking  industry  were  experienced  during  1986. 
The  division  monitored  and  studied  these  changes  and 
developed  policies  and  examination  techiques  to  ensure 
continued  safe  and  sound  bank  operation  in  these  areas. 
The  division  developed  and  published  supervisory  poli¬ 
cy  statements  on  foreign  denominated  securities  invest¬ 
ments,  and  mutual  fund  investments. 

The  division  continued  to  administer  the  Investment  Secu¬ 
rities  Training  program,  which  is  designed  to  ensure  that 
a  high  level  of  examiner  expertise  is  available  in  this  in¬ 
creasingly  complex  and  innovative  area.  The  Investment 
Securities  Division  also  continued  its  commitment  to  other 
types  of  examiner  training  by  participating  as  instructors 
and  coordinators  for  a  series  of  seminars  on  bank  deal¬ 
er  and  investment  activities,  futures,  and  interest  rate 
swaps.  The  division's  staff  participated  in  numerous  out¬ 
side  speaking  engagements,  which  foster  communica¬ 
tions  with  the  bank  dealer  and  investment  banking  com¬ 
munities  as  well  as  the  securities  industry. 

International  Relations  and  Financial 
Evaluation 

The  Department  of  International  Relations  and  Financial 
Evaluation  was  established  in  August  1983  to  enable  the 
OCC  to  identify  and  respond  more  effectively  to  the  risks 
flowing  from  the  national  banking  system's  international 
activities.  The  department  is  responsible  for  collecting  and 
analyzing  data  on  banks’  foreign  exposure.  It  regularly 
monitors  events  and  economic  conditions  in  countries 
where  national  banks  have  significant  cross-border  ex¬ 
posures  When  necessary,  it  makes  recommendations  to 
the  Comptroller,  other  government  agencies,  and  the 
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Congress  on  policies,  regulations,  legislation,  or  other  ap¬ 
propriate  actions  with  respect  to  the  international  activi¬ 
ties  of  national  banks. 


The  department  also  is  responsible  for  OCC’s  interna¬ 
tional  relationship  with  other  U.S.  government  and  mul¬ 
tilateral  agencies,  bank  supervisors  in  other  countries, 
and  other  members  of  the  international  financial  commu¬ 
nity  so  that  the  OCC  may  share  the  information  available 
through  those  bodies,  and  foster  the  development  of  a 
more  effective  and  cooperative  mechanism  for  supervis¬ 
ing  the  international  banking  system. 


During  1986,  the  department  was  the  Secretariat  to  the 
Interagency  Country  Exposure  Review  Committee,  a 
committee  composed  of  representatives  from  each  of  the 
three  federal  banking  agencies.  The  Committee  meets 
three  times  each  year  to  evaluate  and,  when  appropri¬ 
ate,  classify  the  transfer  risk  associated  with  exposures 
to  countries  which  have  been  experiencing  difficulty  ser¬ 
vicing  their  external  debt.  The  department  also  guided 
the  update  to  the  National  Treatment  Study  and  revisions 
to  the  Interagency  Country  Lending  Survey.  Finally,  IRFE 
developed  regulatory  responses  to  the  1986  debt 
reschedulings  for  Mexico  and  Brazil,  and  provided  tech¬ 
nical  assistance  to  several  foreign  bank  supervisors. 


Bank  Supervision  Operations 


Multinational  Banking 

The  Multinational  Banking  Department,  established  in 
1979,  is  responsible  for  the  direct  supervision  of  all  na¬ 
tional  banks  owned,  directly  or  indirectly  by  the  follow¬ 
ing  companies:  Citicorp,  Chase  Manhattan  Corporation, 
Marine  Midland  Corporation,  Mellon  Bank  Corporation, 
Bank  of  Boston  Corporation,  First  Chicago  Corporation, 
Continental  Illinois  Corporation,  InterFirst  Corporation, 
Wells  Fargo  &  Company,  Security  Pacific  Corporation  and 
BankAmerica  Corporation.  The  department  is  also 
responsible  for  supervising  branches  of  foreign  banks 
operating  under  federal  licenses  and  for  coordinating  all 
offshore  examination  activities.  In  1986,  the  department’s 
responsibility  for  maintaining  immediate  oversight  of 
regional  bank  supervisory  efforts  was  delegated  to  the 
local  District  Offices. 

Normal  supervisory  activities  include  examining  multina¬ 
tional  banks’  worldwide  operations,  meeting  with  execu¬ 
tives  and  directors  of  multinational  banks,  establishing 
capital  levels  and  other  supervisory  mandates  for  mul¬ 
tinational  banks  and  examining  the  international  activi¬ 
ties  of  all  national  banks.  As  of  September  30,  1986,  the 
11  multinational  banks  and  their  national  bank  affiliates 
held  assets  of  $613  billion,  representing  37  percent  of  the 
entire  national  banking  system.  The  importance  of  these 
multinational  institutions,  aside  from  sheer  size,  is  reflect¬ 
ed  in  their  worldwide  operations,  their  key  role  in  the 
domestic  economy,  and  their  leadership  role  in  the  evolv¬ 
ing  global  financial  services  marketplace. 

Multinational  Banking  also  decides  or  recommends  ac¬ 
tion  on  all  corporate  applications  filed  by  the  banks  un¬ 
der  its  supervision.  Some  of  the  more  noteworthy 
proposals  filed  with  the  Department  in  1986  included  the 
merger  of  Wells  Fargo  Bank,  N.A.  and  Crocker  National 


Bank,  a  state-chartered  thrift’s  conversion  to  a  national 
charter  and  subsequent  merger  with  Marine  Midland 
Bank,  N.A.,  de  novo  charter  applications  under  District 
of  Columbia  law  and  various  operating  subsidiary  notices 
involving  innovative  products  and  services. 

There  are  three  divisions  in  the  Multinational  Banking 
Department  —  Multinational  and  Regional  Bank  Analy¬ 
sis,  Multinational  Research,  and  Multinational  and 
Regional  Bank  Supervision.  Regional  Bank  Analysis  pro¬ 
vides  financial  and  market  analyses  of  the  largest  com¬ 
panies  in  the  financial  services  industry.  Multinational 
Research  conducts  technical  research  and  monitors 
product/service  developments  within  the  financial  serv¬ 
ice  industry.  The  division  also  helps  develop  strategy  and 
policies  addressing  emerging  or  identified  problems  af¬ 
fecting  specific  banks.  These  efforts  provide  a  founda¬ 
tion  for  the  department’s  supervisory  response  to  initia¬ 
tives  or  weaknesses  among  multinational  banks. 
Multinational  and  Regional  Bank  Supervision  is  respon¬ 
sible  for  formulating  and  implementating  specific  exami¬ 
nation  strategies  for  the  individual  multinational  institutions 
and  their  affiliates.  To  augment  the  Washington  staff,  a 
cadre  of  the  most  senior  and  experienced  field  examiners 
located  in  Chicago,  Dallas,  Los  Angeles,  New  York, 
Boston,  Pittsburgh,  San  Francisco  and  London  report 
directly  to  the  Multinational  Department. 

The  examination  philosophy  of  Multinational  Banking 
takes  an  ongoing  and  anticipatory  approach.  Examiners- 
in-charge  are  permanently  stationed  in  each  multinational 
lead  bank  to  facilitate  communication  and  information  ex¬ 
change,  thereby  enhancing  the  department's  ability  to 
identify  and  address  emerging  issues  or  risks  in  a  timely 
fashion. 
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Supervisory  strategies  are  developed  annually  for  each 
of  the  multinational  companies  with  interim  revisions 
made  as  circumstances  dictate.  In  developing  those 
strategies,  emphasis  is  placed  on  evaluating  the  level  of 
risk  in  a  specific  institution  and  devising  a  plan  to  moni¬ 
tor  the  risks.  This  strategy  encompasses  both  on-site  and 
off-site  analysis.  The  off-site  analysis  has  been  enhanced 
by  improved  automated  systems,  communications  and 
increased  contacts  with  market  participants  and  analysts. 
On-site  analysis  has  been  redirected  from  one  annual  ex¬ 
amination  to  a  series  of  targeted  examinations.  The  latter 
are  designed  to  focus  on  areas  of  identified  or  perceived 
risk,  thereby  allowing  for  greater  flexibility  and  more  effi¬ 
cient  use  of  our  resources. 

During  1986,  supervisory  efforts  centered  primarily  upon 
assessing  the  reliability  of  internal  controls  for  credit  ad¬ 
ministration,  the  apropriateness  of  allowance  for  loan  and 
lease  losses  methodology,  the  quality  of  retail  credit  port¬ 
folios,  performance  under  the  Community  Reinvestment 
Act,  regulatory  compliance  of  loan  production  offices,  li¬ 


quidity  management  systems,  domestic  and  offshore  cap¬ 
ital  markets  activities  and  examination  of  special  purpose 
and  other  affiliated  banks. 

As  expected,  the  targeted  examinations  produced  varied 
results.  In  certain  instances,  a  strengthening  of  internal 
control  systems  for  liquidity  and  credit  management  has 
been  urged;  in  others,  an  expectation  of  a  firmer  com¬ 
mitment  to  the  Community  Reinvestment  Act  has  been 
emphasized.  A  reaffirmation  of  the  boundaries  of  permis¬ 
sible  activities  for  loan  production  offices  was  found  to 
be  necessary  and  it  was  observed,  to  a  varying  degree, 
that  corporate  culture  and  control  systems  need  to  be 
reinforced  in  certain  geographically  remote  special  pur¬ 
pose  banks.  The  department’s  efforts  in  the  capital  mar¬ 
kets  arena  have  led  to  the  development  and  field  testing 
of  customized  examination  procedures.  The  assessment 
drawn  from  those  tests  is  that  the  banks  examined  have 
not  assumed  an  unacceptable  degree  of  risk.  Capital 
market  innovations,  however,  will  require  a  further  evolu¬ 
tion  of  supervisory  tools  and  approaches  in  1987. 


Corporate  and  Economic  Programs 


Bank  Organization  and  Structure 

Bank  Organization  and  Structure  (BOS)  establishes  and 
implements  policies  affecting  corporate  activities  of  na¬ 
tional  banks,  and  analyzes  and  processes  requests  from 
individuals  and  banks  to  engage  in  banking  activities.  Fol¬ 
lowing  the  comprehensive  review  and  streamlining  of 
licensing  policies  and  procedures  in  recent  years,  BOS 
has  worked  to  identify,  help  draft  and  promote  legislative 
proposals  to  reduce  paperwork  and  regulatory  burdens 
on  banks  and  the  Office.  In  1986,  licensing  delegations 
were  revised  and  additional  authority  was  extended  to 
the  district  offices.  The  department  continues  to  enhance 
the  quality  control  and  information  systems  that  support 
increasingly  decentralized  licensing  operations. 

Licensing  Policy  and  Systems 

During  the  past  five  years,  the  OCC  changed  many  poli¬ 
ces  and  procedures  in  the  corporate  activities  area. 
r  ese  changes  reduced  the  paperwork  and  processing 
burdens  on  the  applicant  banks  and  the  agency.  They 
%  so  ennanced  the  ability  of  national  banks  to  compete 
n  rhe  financial  services  marketplace. 

During  ’986,  the  Licensing  Policy  and  Systems  Division 
devoted  a  significant  portion  of  its  resources  to  consolidat- 
ng.  improving,  and  formalizing  the  changes  adopted  in 
r  e  pre/ious  /ears  The  capstone  achievement  of  the  year 
^/a-;  the  publication  at  /ear  end  of  the  first  Comptroller's 
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Manual  for  Corporate  Activities.  The  manual  includes 
detailed  descriptions  of  the  OCC's  basic  policies  and 
procedures  for  processing  filings  for  corporate  activities 
of  national  banks.  They  include  policies  and  procedures 
for  charters,  mergers,  corporate  reorganizations, 
branches,  CBCTs,  location  changes,  changes  in  equity 
capital,  changes  in  bank  control,  and  others.  The  manu¬ 
al  includes  step-by-step  instructions  and  numerous  sam¬ 
ple  documents  and  guidelines.  Applicants  will  find  that 
the  manual  tells  them  virtually  everything  they  need  to 
know  about  how,  when,  and  where  to  file  applications, 
notices  and  other  corporate  activities  documents.  The 
manual  is  scheduled  for  distribution  to  national  banks  in 
early  1987. 

The  division  also  completed  work  on  two  significant 
changes  in  the  OCC’s  chartering  procedures.  The  first 
change  amended  the  OCC’s  requirement  that  the  chief 
executive  officer  (CEO)  of  a  proposed  new  national  bank 
be  identified  in  the  application  on  a  nonconfidential  ba¬ 
sis.  Under  the  amended  procedures,  applicants  may 
identify  the  proposed  CEO  on  a  nonconfidential  or  con¬ 
fidential  basis,  or  they  may  specify  all  the  background 
information  on  the  proposed  CEO  but  omit  any  informa¬ 
tion  that  would  identify  the  specific  individual  (e.g.,  name, 
social  security  number,  financial  institutions  where  em¬ 
ployed,  etc.). 

The  second  change  was  the  adoption  of  a  set  of  mini¬ 
mum  policies  and  procedures  that  are  applicable  to  all 


new  national  banks.  The  minimum  policies  and  proce¬ 
dures  require  new  national  banks  to  establish  written 
guidelines  that  will  govern  bank  operations  in  lending, 
investments,  regulatory  compliance,  and  other  areas. 

During  1986,  as  part  of  a  continuing  effort  to  improve  ef¬ 
ficiency,  the  division  moved  to  simplify  and  extend  the 
delegations  of  authority  to  act  on  corporate  activities  fil¬ 
ings.  Under  the  new  delegations,  the  majority  of  filings 
will  be  handled  in  the  district  offices  and  will  not  be  sub¬ 
ject  to  the  delays  that  arise  when  a  filing  must  be  forward¬ 
ed  to  the  OCC’s  Washington  office  for  a  second  level  of 
review.  The  new  delegations  will  be  in  effect  in  early  1987. 

The  division  also  monitored  corporate  activities  opera¬ 
tions  through  the  computerized  Licensing  Information 
System  and  through  a  comprehensive  quality  control  pro¬ 
gram.  The  Licensing  Information  System  produced  the 
OCC  Weekly  Bulletin,  summary  tables  for  the  OCC  Quart¬ 
erly  Journal,  and  a  variety  of  quarterly  and  annual  statisti¬ 
cal  summaries  of  the  OCC’s  corporate  activities  opera¬ 
tions.  Under  the  quality  control  program,  corporate 
activities  operations  were  reviewed  in  the  six  OCC  dis¬ 
trict  offices  and  the  Multinational  and  Regional  Bank  Su¬ 
pervision  Division  in  Washington. 

Corporate  Activity 

The  Corporate  Activity  Division  is  responsible  for  process¬ 
ing  and  deciding  applications  for  new  bank  charters, 
mergers,  consolidations,  corporate  reorganizations,  con¬ 
versions  of  state  banks  to  national  banks,  operating  sub¬ 
sidiaries,  branches,  customer-bank  communication  ter¬ 
minals  (CBCTs),  bank  office  relocations,  changes  in 
capital,  and  Federal  branches  and  agencies  of  foreign 
banks.  The  division  also  evaluates  and  processes  notices 
of  change  in  controlling  ownership  of  national  banks  and 
appraises  stock  held  by  shareholders  dissenting  to  a 
merger  in  order  to  determine  its  fair  value.  Additionally, 
the  Corporate  Activity  Division  is  responsible  for  coor¬ 
dinating  district  and  Washington  office  processing  of  cor¬ 
porate  applications. 

The  volume  of  charter  applications  filed  with  the  Office 
during  1986  continued  to  decline.  However,  the  Corporate 
Activity  Division  participated  in  a  record  number  of  bank 
failures,  138.  The  division  also  processed  several 
proposals  which  resulted  in  healthy  thrift  institutions  con¬ 
verting  to  or  merging  with  national  banks,  sometimes  in 
multistage  transactions.  The  largest  such  application  in¬ 
volved  the  merger  of  Westchester  Savings  and  Loan,  New 
Rochelle,  New  York,  with  $1  billion  in  deposits  into  Ma¬ 
rine  Midland  Bank,  National  Association,  Buffalo,  New 
York  with  $16  billion  in  deposits.  In  that  transaction,  West¬ 
chester  converted  from  a  federal  to  a  state-chartered  sav¬ 
ings  and  loan  association  and  then  converted  into  a  na¬ 
tional  bank  which  merged  into  Marine.  The  effect  of  this 
merger  on  competition  in  the  relevant  geographic  mar¬ 


ket  was  considered  to  be  minimal. 

During  1986,  the  Office  denied  one  bank  merger  on  com¬ 
petitive  grounds.  In  that  case,  the  applicant  defined  a  mar¬ 
ket  which  included  all  counties  in  a  metropolitan  area 
However,  based  on  the  size,  branch  structure  and  deposit 
distribution  of  the  target  bank,  the  relevant  geographic 
market  for  the  proposal  was  deemed  to  be  a  smaller  area 
comprised  of  only  one  county.  Given  the  competitive 
structure  within  that  market,  the  proposal  would  have  sig¬ 
nificant  anti-competitive  effects.  Analysis  of  the  competi¬ 
tive  situation  in  the  adjacent  metropolitan  area,  the  con¬ 
dition  of  both  banks  and  the  convenience  and  needs  of 
the  community  to  have  been  served  by  the  resulting  bank 
did  not  mitigate  those  effects. 

Other  noteworthy  applications  were  processed  in  1986. 
In  December  1986,  the  Office  granted  preliminary  ap¬ 
proval  to  six  applicants  to  engage  in  the  business  of  a 
bank  of  deposit  in  the  District  of  Columbia  under  a  1901 
federal  law  covering  banks  in  the  District.  It  has  been  sug¬ 
gested  that  the  1901  law  permits  such  banks  to  exercise 
a  broader  range  of  activities  than  national  banks,  although 
authority  to  exercise  such  powers  must  ultimately  be 
granted  by  the  District  of  Columbia  Superintendent  of 
Banking  and  Financial  Institutions.  Final  approvals  of  the 
banks  are  subject  to  certain  standard  conditions,  and  the 
conditions  that:  the  applicants  comply  with  all  regulations 
issued  by  the  District  of  Columbia  Superintendent  of 
Banking  and  Financial  Institutions  that  this  Office  deems 
applicable;  that  the  applicants  apply  for  and  be  granted 
FDIC  insurance;  and  that  the  applicants  obtain  any  other 
legally  required  licenses  and  approvals. 

On  May  13,  1986,  the  Office  approved  the  application  of 
The  Bank  of  New  Jersey,  National  Association,  to  relo¬ 
cate  its  main  office  from  Moorestown,  New  Jersey  to 
Philadelphia,  Pennsylvania,  a  distance  of  approximately 
12  miles.  Although  the  relocation  was  across  state  lines, 
the  decision  to  approve  was  based  upon  an  interpreta¬ 
tion  of  12  U.S.C.  30(b)  which  states  that  a  national  bank 
may  change  the  location  of  its  main  office...  "to  any  other 
location  within  or  outside  the  limits  of  the  city,  town,  or 
village  in  which  it  is  located,  but  not  more  than  thirty  miles 
beyond  such  limits.’’ 

An  application  to  perform  a  corporate  reorganization  in¬ 
volving  an  interim  national  bank  for  purposes  of  reor¬ 
ganizing  into  a  one-bank  holding  company  structure  was 
disapproved  by  the  Office  due  to  the  inability  to  accom¬ 
plish  the  transaction  in  accordance  with  generally  accept¬ 
ed  accounting  practices  (GAAP)  The  OCC  generally 
views  corporate  reorganizations  as  management  deci¬ 
sions  and  will  usually  approve  such  applications  with  due 
regard  for  the  safety  and  soundness  of  the  applicant 
banks,  the  proposal’s  compliance  with  OCC  policy  and 
the  law  and  the  effects  of  the  transaction  on  competition 
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The  Office  further  requires  that  accounting  for  such  trans¬ 
actions  be  in  accordance  with  GAAP,  specifically,  Ac¬ 
counting  Principles  Board  Opinions  Nos.  16  and  17  and 
Interpretation  No.  31.  In  addition,  for  transactions  involv¬ 
ing  purchase  accounting,  the  OCC  requires  that  the 
difference  between  the  purchase  price  and  the  fair  value 
of  the  net  assets  acquired  be  treated  as  an  intangible 
asset  in  accordance  with  GAAP  and  applicable  Office 
guidelines. 

The  purpose  of  the  proposed  transaction  was  to  move 
goodwill  and  the  amortization  of  goodwill  from  the  bank 
level  to  that  of  the  parent  holding  company.  As  the  suc¬ 
cessful  bidder  in  a  failed  bank  situation,  the  applicant 
bank  had  paid  a  rather  large  premium  to  purchase  cer¬ 
tain  of  the  assets  and  assume  certain  of  the  liabilities  of 
the  failed  bank.  The  premium  paid  was  booked  as  good¬ 
will  (and  core  deposit  intangibles)  on  the  books  of  the 
successor  bank.  The  required  amortization  of  the  intan¬ 
gible  assets  created  as  a  result  of  the  purchase  and  as¬ 
sumption  greatly  affected  the  applicant  banks’  profitabil¬ 
ity  and  ability  to  pay  dividends.  The  applicant  proposed 
to  remedy  the  situation  by  moving  the  intangibles  to  the 
holding  company  level. 

In  accordance  with  GAAP  and  OCC  policy,  the  Office 
concluded  that  a  new  basis  of  accounting  would  not  result 
from  the  proposed  transaction.  Accordingly,  all  of  the  as¬ 
sets  including  the  intangibles,  all  liabilities  and  capital  of 
the  existing  bank  would  be  appropriately  recorded  on 
the  books  of  the  new  bank,  not  the  holding  company,  at 
historical  cost.  In  its  decision,  the  Office  noted  that  GAAP 
requires  that  the  transaction  be  accounted  for  on  the 
basis  of  economic  substance  rather  than  legal  form.  Since 
the  new  bank  would  be  in  essentially  the  same  position 
as  the  old  bank,  there  is  no  economic  substance  to  the 
transaction  and,  therefore,  no  basis  for  moving  goodwill 
to  the  holding  company  level.  The  Office  further  noted 
that  similar  transactions  had  been  previously  reviewed 
and  concluded  that  the  OCC  knows  of  no  way  to  move 
goodwill  to  the  holding  company  level  without  a  bona  fide 
change  in  legal  form  at  the  bank  level.  Accordingly,  the 
application  was  disapproved. 

Economic  and  Policy  Analysis 

The  Economic  and  Policy  Analysis  Division  (E&PA)  sup¬ 
ports  the  policy  objectives  of  the  OCC  through  research 
and  economic  analyses  of  developments  in  the  supervi¬ 
sion  of  financial  institutions  and  the  financial  services  in¬ 
dustry  generally.  The  division's  economists  provide  senior 
OCC  officials  with  analyses  and  evaluations  of  proposals 
on  banking  issues  made  by  other  regulatory  agencies, 
other  departments  within  the  Administration,  and  the 
Congress. 

In  1986,  E&PA  devoted  many  of  its  resources  to  the  de¬ 


velopment  and  analysis  of  a  risk-based  capital  require¬ 
ment.  Analyses  of  the  potential  effects  of  implementing 
a  risk-based  capital  requirement  on  both  multinational 
and  small  banks  were  conducted.  The  division,  in  con¬ 
junction  with  Bank  Supervision,  prepared  an  Advance 
Notice  of  Proposed  Rulemaking  announcing  the  propo¬ 
sal  and  further  refined  the  proposal  after  reviewing  pub¬ 
lic  comments  and  engaging  in  extensive  discussion  with 
the  staff  of  other  banking  agencies.  E&PA  staff  made 
presentations  to  Congressional  staff  and  industry  groups 
to  further  explain  the  proposal. 

E&PA  also  devoted  a  significant  portion  of  its  resources 
to  the  preparation  of  Congressional  testimony  on  pro¬ 
posed  legislation  in  1986.  The  division  wrote  a  number 
of  statements  and  prepared  briefing  materials  on  a  wide 
variety  of  topics  including  expanded  bank  powers;  the 
emergency  acquisition  provisions  of  the  Garn-St  Germain 
Act;  Gramm-Rudman;  and  consumer  disclosure.  The  di¬ 
vision  also  responded  to  Congressional  inquiries  on  in¬ 
terstate  banking  and  the  level  of  credit  card  interest  rates. 

E&PA’s  economic  research  and  analytical  capabilities 
were  also  used  to  keep  senior  OCC  and  other  Treasury 
Department  officials  abreast  of  developments  affecting 
the  banking  industry.  For  the  fourth  year,  a  comprehen¬ 
sive  appraisal  of  the  condition  of  the  banking  system  was 
prepared  and  presented  to  the  Treasury  Department, 
OMB  and  the  other  banking  agencies.  E&PA  staff  made 
presentations  and  provided  information  to  senior  staff  on 
the  effect  of  the  new  tax  law  on  banks;  the  financial  con¬ 
dition  of  the  agricultural  and  energy  sectors;  the  perfor¬ 
mance  of  newly  chartered  national  banks;  long-term 
trends  in  bank  profitability;  bank  proposals  to  securitize 
assets;  Glass-Steagall  reform;  diversification  opportuni¬ 
ties  for  small  banks;  the  FDIC’s  depositor  preference  pro¬ 
posal;  and  the  Federal  Reserve  Board's  policy  on  per¬ 
petual  debt. 

E&PA  also  provided  support  to  other  divisions  in  1986, 
particularly  in  the  supervisory  area.  The  staff  analyzed 
and  evaluated  the  Community  Bank  Scoring  System 
model;  commented  on  proposals  to  change  compliance 
sampling  and  revise  the  Stat  Data  Sheet;  and  participat¬ 
ed  in  an  interagency  advisory  group  evaluating  current 
value  accounting  and  in  an  OCC  group  evaluating  pro¬ 
posed  bank  mergers. 

Industry  and  Financial  Analysis 

The  Industry  and  Financial  Analysis  Division  was  formed 
in  December  of  1986  to  enhance  the  agency’s  surveil¬ 
lance  capabilities,  to  support  bank  supervision  programs, 
and  to  contribute  to  the  formulation  of  policy  initiatives. 
The  division  includes  an  industry  analysis  unit  responsi¬ 
ble  for  the  assessment  of  economic  and  business  con¬ 
ditions  and  the  timely  identification  and  analysis  of  indus- 
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try  risk  and  a  financial  analysis  unit  charged  with  the  anal¬ 
ysis  of  the  condition  and  performance  of  the  banking 
system. 

Once  it  is  fully  staffed,  the  industry  analysis  unit  will  as¬ 
sess  business  and  industry  risks  and  evaluate  bank  ex¬ 
posure  to  problem  industries.  The  unit  will  support  bank 
examination  and  surveillance  programs  through  the  iden¬ 
tification  and  analysis  of  business  and  industry  risks  and 
the  dissemination  of  reports  on  concentrations  of  credit. 
The  unit  will  also  advise  senior  staff  of  trends  in  bank  ex¬ 
posures  and  industry  performance. 

In  the  coming  year,  the  industry  analysis  unit  will  estab¬ 
lish  a  program  to  identify  national  banks  with  significant 
exposure  to  problem  industries,  assess  the  risks  posed 
by  industries  or  sectors  of  the  economy  that  are  weak 
or  experiencing  serious  deterioration,  and  develop  sys¬ 
tematic  procedures  for  sharing  this  information  with  field 
examiners,  the  districts,  and  Washington  office  surveil¬ 
lance  units. 

The  financial  analysis  unit,  formerly  a  part  of  Economic 
and  Policy  Analysis,  monitors  and  analyzes  the  condition 
and  performance  of  the  banking  system  with  special  em¬ 
phasis  on  national  banks.  The  unit  prepares  periodic 
reports  on  trends  in  banking  profitability,  asset  quality, 
funding  and  liquidity,  and  capital  adequacy.  The  unit  also 
drafts  testimony  and  conducts  research  on  bank  per¬ 
formance. 

Strategic  Planning 

The  Strategic  Planning  Division  coordinates  the  develop¬ 
ment,  review  and  modification  of  the  OCC  Strategic  Plan, 
administers  the  operations  planning  process  in  coordi¬ 


nation  with  the  Financial  Management  Division,  and  de¬ 
velops  periodic  and  specialized  monitoring  reports  that 
chart  progress  against  the  plan  and  provide  a  basis  for 
management  decisions  regarding  use  of  OCC  resources. 
It  is  also  responsible  for  maintaining  the  OCC  Business 
Model,  which  documents  all  major  OCC  business  activi¬ 
ties  and  provides  guidance  for  information  systems  de¬ 
velopment. 

During  1986,  the  division  coordinated  the  update  of  the 
Strategic  Plan,  OCC's  primary  statement  of  policy.  Peri¬ 
odically,  Strategic  Planning  provided  monitoring  and  plan¬ 
ning  data  to  management  throughout  the  organization 
This  included  quarterly  Policy  Group  Planning  Reports 
as  well  as  reports  based  on  information  accumulated  in 
the  Time  and  Travel  Reporting  System.  In  1986,  ail  time 
reporting  categories  and  reports  were  revised  for  con¬ 
sistency  with  the  OCC’s  risk-based  supervisory  approach. 
Customized  reports  were  provided  to  various  managers 
throughout  the  year. 

The  division  was  responsible  for  coordinating  the  de¬ 
velopment  of  a  Management  by  Objectives  program  for 
the  OCC  in  1986  as  part  of  a  general  Treasury  Depart¬ 
ment  initiative.  The  agency’s  most  critical  objectives  were 
identified  and  plans  developed  for  their  accomplishment. 

In  conjunction  with  Financial  Management,  the  division 
was  responsible  for  overseeing  and  coordinating  the 
Plan/Budget  process  for  plan  year  1987.  The  division  also 
played  an  integral  role  in  assimilating  and  analyzing  the 
data  necessary  for  the  Policy  Group  to  determine  work- 
year  resource  needs  of  the  OCC  and  the  impact  of  deficit 
reduction  legislation.  These  efforts  resulted  in  improve¬ 
ments  and  efficiencies  in  resource  allocation. 


Administration 


Resource  Management 

The  Deputy  Comptroller  for  Resource  Management 
serves  as  a  key  advisor  to  the  Senior  Deputy  Comptrol¬ 
ler  for  Administration  by  participating  in  all  matters  per¬ 
taining  to  operations  analysis,  training  and  development, 
human  resources  and  administrative  services. 

Human  Resources 

During  1986,  the  Human  Resources  Division  continued 
to  actively  implement  personnel  programs  in  support  of 
OCC’s  overall  mission.  The  focus  of  the  division's  activi¬ 
ties  included  ensuring  an  adequately  structured  work 


force  to  meet  OCC’s  changing  needs,  strengthening 
human  resource  management  capabilities  within  the  or¬ 
ganization,  responding  to  external  initiatives  and  im¬ 
plementing  cost-containment  benefit  strategies.  Addition¬ 
ally,  efforts  continued  to  improve  internal  operations. 

Several  steps  were  taken  to  ensure  that  the  OCC’s  work 
force  adapts  to  changes  taking  place  within  the  financial 
services  industry.  For  example,  a  reorganization  of  the 
Washington  office  was  implemented  to  improve  the  agen¬ 
cy’s  bank  supervision,  quality  assurance  and  adminis¬ 
tration  programs.  Assumptions  used  to  plan  staffing  and 
recruitment  needs  were  reassessed  in  light  of  changing 
environmental  factors  and  a  more  targeted  bank  super- 
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visory  approach  Studies  were  initiated  to  implement 
parallel  career  paths  for  managers  and  technicians  to 
maintain  a  balance  of  talent  and  specialized  expertise 
within  the  organization  as  bank  supervisory  activities  be¬ 
come  more  complex. 

Efforts  continued  to  strengthen  OCC  management  at  all 
levels  and  address  issues  raised  by  the  employee  atti¬ 
tude  survey  conducted  in  1983.  All  supervisors  and 
managers  were  provided  extensive  training  in  perfor¬ 
mance  management.  Employee  assistance  programs 
were  expanded  nationwide  to  further  support  perfor¬ 
mance  management.  Continuous  advice  and  guidance 
were  provided  to  supervisors  on  the  management  and 
organization  of  their  staffs.  Managers  were  kept  informed 
of  the  impact  of  their  decisions  and  work  force  trends 
through  ongoing  reports  and  studies. 

External  initiatives,  such  as  the  Gramm-Rudman-Hollings 
budget  reduction  mandates  and  extensive  recruitment 
by  other  federal  financial  regulatory  agencies,  seriously 
affected  OCC’s  ability  to  maintain  an  experienced  work 
force.  Studies  are  under  way  to  identify  alternatives  for 
minimizing  the  long-term  adverse  affects  on  OCC's  work 
force.  Additionally,  support  was  provided  to  Congress  in 
drafting  legislation  designed  to  address  turnover  and 
compensation  problems  in  federal  financial  regulatory 
agencies. 

One  aspect  of  OCC’s  retention  program  was  to  provide 
competitive  benefits  while  containing  program  costs.  Flex¬ 
time  was  reinstituted  in  the  Washington  and  district  offices. 
A  new  mortgage  preapproval  program  was  implement¬ 
ed  through  a  national  mortgage  company  to  enable  em¬ 
ployees  to  conveniently  secure  competitive  mortgage 
loans.  Existing  health  benefits  were  extended  to  provide 
24  hour  medical  insurance  for  both  personal  and  busi¬ 
ness  travel  outside  the  U  S.  In  spite  of  these  improve¬ 
ments,  the  cost  of  OCC  benefits  was  reduced  by  rede¬ 
signing  plans  and  educating  employees  on  cost-effective 
alternatives  for  using  programs  without  sacrificing 
benefits. 

The  operations  of  the  Human  Resources  Division  were 
streamlined  by  consolidating  functions.  More  emphasis 
was  placed  on  the  integration  of  technology  with  human 
resource  program  monitoring.  Onsite  evaluations  were 
conducted  in  the  Washington  and  Central  District  offices 
to  assess  human  resource  program  performance. 

Training  and  Development  Division 

he  Training  and  Development  Division  educates  and  de- 
/eiops  OCC's  executive,  manager,  examiner,  attorney,  and 
admimstrati  /e  staff  in  accordance  with  agency  goals  and 
budgetary  constraints  The  division's  staff  includes  edu¬ 
cation  specialists  employee  development  specialists,  na¬ 


tional  bank  examiners,  and  a  psychologist.  The  staff  is 
organized  into  bank  supervision  training,  career  develop¬ 
ment  training,  and  administration,  with  two  support  po¬ 
sitions  handling  evaluation  and  research. 

The  bank  supervision  unit  is  responsible  for  designing, 
developing,  implementing,  and  maintaining  all  bank  su¬ 
pervision  related  training  activities.  This  unit  also  functions 
as  an  information  resource  to  districts  and  other  OCC 
units  on  bank  supervision  related  training.  Some  of  this 
unit’s  accomplishments  in  1986  include  the  development 
of  Technical  Progress  Evaluations  for  all  pre- 
commissioned  examiners;  implementation  of  the 
computer-based  ANBE  Examining  School;  and  revisions 
of  the  AsNBE  School  for  Advanced  Study,  the  Training 
Team  Program  and  the  District  Orientation  Programs. 

The  career  development  unit  administers  all  executive 
and  managerial  training,  including  pre-commission  su¬ 
pervisory  training.  It  also  handles  all  other  training  not 
directly  related  to  bank  supervision.  During  1986,  this  unit 
began  an  extensive  study  of  all  management  levels  using 
OPM ’s  Management  Excellence  Inventory.  The  results  will 
be  used  to  structure  an  integrated  system  of  management 
training.  In  conjunction  with  Career  Development  Com¬ 
mittee,  the  unit  selected  3  participants  for  the  SES  Can¬ 
didate  Development  Program,  9  participants  for  the  Direc¬ 
tor  Candidate  Program,  and  one  for  the  Management 
Intern  Program.  The  staff  also  began  assessing  the 
Management  Intern  Program  in  order  to  modify  the  pro¬ 
gram  substantially  in  1987. 

The  administrative  unit  is  responsible  for  preparing  and 
monitoring  the  division’s  budget,  processing  all  training 
requests,  issuing  training  announcements,  coordinating 
and  scheduling  training  classes,  arranging  lodging, 
preparing  and  monitoring  contracts  and  requisitions,  and 
coordinating  the  graduate  schools  of  banking.  In  1986, 
the  division  conducted  119  sessions  of  OCC  and  FFIEC 
training  programs  for  1810  students  and  arranged  for  904 
courses  outside  the  agency.  Thirty  three  employees  at¬ 
tended  graduate  schools  of  banking.  The  administrative 
unit  also  coordinated  housing  for  students  and  instruc¬ 
tors  from  the  Districts. 

The  new  support  position  of  Advisor  for  Educational  De¬ 
velopment  will  function  as  a  resource  on  training  related 
issues  or  research  needs  for  any  group  within  the  OCC. 
This  position  is  also  a  resource  for  identifying  consultants 
and  vendors  for  programs  developed  by  the  division.  The 
other  support  position  is  the  Education  Specialist  for 
Evaluation,  who  will  identify  both  areas  and  instruments 
for  evaluating  training.  This  position  also  administers  these 
instruments,  makes  recommendations,  builds  evaluative 
measures  into  the  design  of  training  programs,  and  meas¬ 
ures  the  effectiveness  of  OCC's  training  programs 
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Administrative  Services 

During  1986,  the  Administrative  Services  Division  (ASD) 
continued  to  work  to  improve  the  quality  of  services 
provided  to  the  OCC. 

During  the  year  the  division  focused  on  improving  oper¬ 
ating  procedures  and  on  the  continued  application  of 
ADP  techniques  and  systems.  The  development  and  im¬ 
plementation  of  an  automated  personal  property 
management  was  developed  and  implemented  during 
the  year,  which  greatly  improved  management  control 
over  more  than  20,000  items  of  OCC  personal  property 
housed  in  OCC’s  Washington,  District  and  Field  Offices 
and  duty  stations  throughout  the  United  States.  Manage¬ 
ment  of  ASD’s  procurement  and  contracting  function  was 
upgraded  through  the  implementation  of  the  first  mod¬ 
ule  of  an  automated  procurement  system,  which  contains 
all  current  suppliers  and  commodity  bidders. 

Policies  and  operating  procedures  were  revised  to  ac¬ 
complish  efficiencies  of  operation  in  the  procurement  and 
contracting,  leasing,  supply  management,  mail  and  mes¬ 
senger  service,  forms  management,  physical  security  and 
personal  property  management  functional  areas. 

Significant  savings  were  realized  during  the  year  through 
the  application  of  new  equipment,  processes  and  proce¬ 
dures  implemented  in  late  1985  and  early  1986.  The  au¬ 
tomated  color  slide  production  equipment  acquired  in  late 
1985  became  fully  productive  in  June  and  through  the 
remainder  of  1986  provided  some  1400  color  slides  at 
a  saving  of  $85,000  over  traditional  costs.  Lease  negoti¬ 
ations  for  the  Dallas  and  Atlanta  District  Offices  and  sever¬ 
al  Field  Offices  will  result  in  an  estimated  lease/construc¬ 
tion  saving  of  $6.3  million  over  the  life  of  the  leases. 

As  manager  of  the  OCC’s  physical  and  document  secu¬ 
rity  and  emergency  preparedness  programs,  the  division 
established  an  information  security  program  for  sensitive 
and  national  security  classified  documents,  reassessed 
the  physical  security  requirements  of  the  Washington 
Office  and  developed  a  comprehensive  set  of  Washing¬ 
ton  Office  contingency  operating  procedures.  In  addition, 
the  division  coordinated  the  development  of  disaster 
recovery  plans  for  each  of  OCC’s  six  District  Offices. 

Further,  the  division  established  a  Federal  Financial  Reg¬ 
ulatory  Agency  counterpart  group.  The  group  consists 
of  Administrative  Managers  of  the  Federal  Reserve  Board, 
the  Federal  Deposit  Insurance  Corporation,  the  Nation¬ 
al  Credit  Union  Administration,  the  Farm  Credit  Adminis¬ 
tration,  the  Federal  Home  Loan  Bank  Board  and  the 
OCC.  The  group  meets  periodically  to  discuss  and  share 
ideas  of  common  interest  for  the  benefit  of  each. 

Administrative  Services  continued  to  provide  quality 


professional  administrative  support  to  the  OCC.  The  di¬ 
vision  is  responsible  for  a  wide  range  of  day-to-day  serv¬ 
ices,  from  administering  the  parking  policy  to  respond¬ 
ing  to  requests  for  all  types  of  administrative  assistance 
from  management.  During  1986,  some  1,296  requests 
for  purchases  and  contracts  totaling  almost  $15  million 
were  processed,  with  contract  negotiations  saving  more 
than  $290,000.  Over  350  tons  of  supplies  and  publica¬ 
tions  were  shipped  to  District  and  Field  Offices  and  ex¬ 
aminers.  Approximately  1,100  graphics,  1,110  printing  and 
1,500  reproduction  requests  were  filled.  The  library 
responded  to  over  2,560  requests  for  reference  as¬ 
sistance,  conducted  1,050  on-line  searches  and  pur¬ 
chased  588  new  publications.  The  division  also  negotiat¬ 
ed  and  administered  leases  totaling  $26  million  in 
leasehold  value  over  the  entire  term  for  space. 

Finally,  during  the  last  months  of  1986,  the  division 
realigned  to  enhance  the  effectiveness  of  the  Division  and 
to  improve  the  provision  of  quality  services  in  support  of 
the  OCC’s  supervisory  responsibilities. 

Operations  Analysis 

The  Operations  Analysis  Division  is  the  agency's  focal 
point  for  evaluation  and  consulting  services.  The  division 
analyzes  and  critiques  OCC  operations  and  programs 
for  efficiency  and  effectiveness  and  provides  manage¬ 
ment  with  recommendations.  The  division  furnishes  ad¬ 
ministrative  and  technical  assistance  to  senior  manage¬ 
ment  in  undertaking  new  organizational  initiatives. 

The  staff  consists  of  national  bank  examiners  and 
management  analysts.  Staff  members  represent  the  di¬ 
vision  on  various  Washington  task  forces  and  committees. 
Ongoing  functions  include  assessing  major  programs 
and  management  systems;  conducting  and  designing  or¬ 
ganizational  surveys  analyzing  workflow;  performing 
project  and  program  management;  and  reviewing  poten¬ 
tial  barriers  to  OCC  work  productivity  and  efficiency. 

Major  in-house  management  and  organizational  consult¬ 
ing  projects  undertaken  in  1986  included  evaluations  of 
the  Performance  Management  Program  Pilot;  the  ANBE 
computer-assisted  instruction  school;  the  Computer  In¬ 
formation  Center  Hotline;  and  the  OCC’s  need  for  2400 
baud  external  modems.  During  the  year  the  division  per¬ 
formed  studies  in  the  Multinational,  Consumer,  Adminis¬ 
tration,  and  Legal  Advisory  areas.  At  the  direction  of  the 
Comptroller  of  the  Currency,  a  specialized  study  of  the 
Systems  and  Financial  Management  area  was  un¬ 
dertaken. 

Equal  Employment  Opportunity  —  The  Equal  Employ¬ 
ment  Opportunity  (EEO)  office  is  responsible  for  monitor¬ 
ing  EEO  trends,  affirmative  action  progress,  and  process¬ 
ing  complaints  of  discrimination.  The  office  also  provides 
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training,  advice,  and  guidance  to  managers,  supervisors, 
and  employees  on  equal  employment  opportunity  and 
affirmative  action  matters. 

During  the  year  staff  conducted  nationwide  training  for 
managers  and  supervisors  as  well  as  for  EEO  advisory 
committee  members.  Other  activities  included  participat¬ 
ing  in  personnel  management  evaluations  (PMEs), 
reviewing  and  updating  internal  training  materials  and 
publishing  articles  in  the  OCC  newsletter.  EEO  staff  con¬ 
ferred  with  senior  and  mid-level  management  in  Washing¬ 
ton  and  the  districts  on  EEO/AA  issues  and  made  tech¬ 
nical  assistance  visits  to  district  offices  (New  York,  Atlanta, 
and  Dallas).  Other  activities  included  chairing  a  task  force 
on  interaction  between  Treasury  complaint  centers  and 
bureau  EEO  officers,  interpreting  the  applicability  of  AA 
guidelines  to  the  OCC  for  Equal  Employment  Opportu¬ 
nity  Commission  (EEOC)  personnel  and  providing  other 
federal  agencies  assistance  on  complex  and  sensitive 
EEO  matters. 

During  1986  EEO/AA  program  objectives  and  goals  were 
integrated  into  routine  OCC  operations.  For  example,  staff 
provided  EEO  evaluations  of  Washington  and  district  per¬ 
sonnel  management  activities  in  personnel  management 
evaluation  and  quarterly  district  operations  overview 
reports;  assisted  managers  in  expanding  their  applicant 
pools  for  senior  management  positions  to  include  minority 
and  female  candidates;  commented  on  proposed  poli¬ 
cies  from  Human  Resources  on  a  variety  of  employee 
issues  (eg.,  nonsmoking  guidelines  and  merit  promotion); 
monitored  the  implementation  of  Brecker-Merryman  task 
force  recommendations;  distributed  to  district  and 
Washington  management  quarterly  EEO  data  and  ana¬ 
lyses  which  advised  them  of  potential  problem  areas;  and 
made  presentations  on  EEO  issues  at  staff  meetings. 
Managerial  and  employee  contributions  to  OCC’s  EEO 
and  AA  goals  received  official  recognition  through  nomi¬ 
nations  and  selections  for  the  first  annual  OCC  EEO 
awards.  Seven  employees,  one  from  Washington  and 
each  district  (two  from  the  Midwestern  District),  received 
individual  cash  awards  and  a  certificate. 

The  OCC's  annual  affirmative  action  accomplishment 
report  and  update  to  the  EEOC,  reported  significant 
progress  toward  our  goal  of  a  fully  representative  work¬ 
force,  particularly  in  hiring,  promoting,  and  retaining 
women  The  affirmative  action  guidelines  to  federal  agen¬ 
cies  have  been  extended,  thus  allowing  the  OCC  addi¬ 
tional  time  to  accomplish  all  its  goals.  To  evaluate 
progress,  staff  continued  to:  monitor  management’s  ac¬ 
complishments  quarterly,  require  managers  to  submit  af¬ 
firmative  action  accomplishment  reports  biannually,  and 
provide  them  with  feedback  and  technical  assistance  as 
needed 

o  ensure  efficient  and  effective  resolution  of  formal  and 
informal  FFO  matters,  EEO  staff  developed  and  conduct 


ed  training  on  effective  counseling  and  negotiation  tech¬ 
niques  for  all  OCC  counselors;  designed  EEO  counselor 
evaluation  forms  and  procedures  which  were  adopted 
by  Treasury’s  complaint  centers;  developed  and  im¬ 
plemented  an  internal  complaint  progress  tracking  sys¬ 
tem;  revamped  internal  complaint  procedures  to  comply 
with  Treasury  revisions;  counseled  managers  and  em¬ 
ployees  on  complaint  processing  and  parties’  rights;  and 
assisted  Washington  and  district  management  in  infor¬ 
mally  resolving  EEO  matters. 

Systems  and  Financial  Management 

The  Deputy  Comptroller  for  Systems  and  Financial 
Management  is  responsible  for  ensuring  the  coordinat¬ 
ed  development,  implementation  and  maintenance  of 
OCC’s  automated  information  systems  and  for  ensuring 
the  efficient  use  of  the  OCC’s  financial  resources. 

Information  Systems  and  Technology  Division 

Information  Systems  and  Technology  (IS&T)  is  composed 
of  four  organizational  units  structured  to  meet  the  increas¬ 
ing  technological  demands  of  the  OCC.  The  Office  of  the 
Director  supervises  the  division,  manages  the  OCC’s  data 
center  and  serves  as  the  principal  contact  point  for  OCC 
users.  The  Systems  Support  Group  is  responsible  for  the 
agency’s  telecommunications  network,  both  voice  and 
data,  as  well  as  database  support.  The  Applications  Sys¬ 
tem  Development  Group  is  responsible  for  developing 
and  maintaining  mainframe  production  systems  used 
throughout  the  agency.  The  Operations  and  User  Serv¬ 
ices  Group  provides  both  data  entry  and  computer  oper¬ 
ations  support. 

Significant  IS&T  Division  activities  during  1986  included: 

•  Planning  and  supervising  the  procurement,  instal¬ 
lation  and  ongoing  operations  of  OCC’s  new  data 
center,  including  the  purchase  of  a  mainframe  com¬ 
puter;  and  contracting  for  a  facility  management 
company  to  operate  the  computer  facility. 

•  Managing  and  enhancing  the  agency's  nationwide 
data  telecommunications  network. 

•  Developing,  testing,  implementing  and  maintaining 
over  fifty  systems,  including  the: 

—  Supervisory  Monitoring  System; 

—  On-Line  Time  and  Travel  Reporting  System; 
Bank  Examination  Tracking  and  Scheduling 
System; 

—  Bank  Licensing  Information  System; 

National  Bank  Surveillance  System; 

General  Ledger  Data  Base  System;  and 
Trust  Examination  Billing  System. 
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•  Research  and  development  efforts  in  database 
management,  telecommunications,  software  pack¬ 
ages  for  the  mainframe  and  personal  computers. 

Management  Systems 

The  Management  Systems  Division  (MS)  was  reorganized 
during  1986  and  assumed  significant  new  responsibili¬ 
ties.  The  division  is  now  organized  into  three  major  func¬ 
tional  areas:  an  information  center,  data  administration, 
and  management  information  system  (MIS)  planning.  As 
detailed  under  each  functional  area  below,  the  division 
is  responsible  for  planning  and  coordinating  the  develop¬ 
ment  of  information  systems  to  support  OCC  programs 
and  long-term  goals.  The  division  reviews  and  analyzes 
the  information  needs  of  the  Office  and  works  with  users 
to  develop  logical  data  models  for  new  application  sys¬ 
tems.  Support  is  provided  for  all  users  of  office  automa¬ 
tion  equipment  and  mainframe  systems.  The  division’s 
responsibilities  also  include  the  office  automation, 
microcomputer,  automated  system  risk  management,  and 
automated  information  security  programs. 

Information  Center  —  This  unit  was  organized  during 
1986  and  provides  a  broad  range  of  support  to  all  OCC 
personnel  in  using  and  developing  office  automation  to 
support  their  work.  A  key  to  this  has  been  the  establish¬ 
ment  of  a  hotline  which  provides  direct  technical  as¬ 
sistance  for  most  problems  and  referral  and  follow-up  for 
any  that  can  not  be  immediately  resolved.  This  provides 
a  single  point  of  contact  for  users  that  are  having  equip¬ 
ment,  telecommunications,  software  or  application 
problems. 

The  Information  Center  took  the  lead  in  defining  new 
microcomputer  requirements  that  will  meet  the  OCC’s 
needs  through  1989.  The  unit  also  implemented  a 
sophisticated  system  of  networked  laser  printers  in  all 
Field  Offices.  This  replacement  of  leased  Wang  systems 
resulted  in  both  substantial  cost  savings  and  a  uniform 
and  more  efficient  office  support  system. 

Beyond  incorporating  technical  advances,  the  unit  is 
responsible  for  ensuring  that  the  existing  installed  base 
of  1300  microcomputer  systems  provides  the  highest 
practical  level  of  support.  This  includes  obtaining  a  con¬ 
tract  for  microcomputer  maintenance  that  will  provide  a 
substantial  increase  in  onsite  support  at  a  significant 
reduction  in  current  costs.  The  unit  is  also  routinely  up¬ 
dating  existing  software  to  current  versions,  developing 
batch  files  to  simplify  operations  such  as  telecommuni¬ 
cations,  and  providing  guidance  to  individuals  who  are 
developing  their  own  microcomputer  applications. 

The  Information  Center  is  still  in  the  process  of  recruit¬ 
ing.  During  1987  the  unit  will  be  able  to  provide  more  sup¬ 
port  to  devote  more  effort  to  fully  using  the  newer  and 


more  powerful  microcomputer  equipment  that  will  be  ob¬ 
tained  during  the  next  several  years.  An  area  that  will 
receive  particular  attention  is  using  microcom¬ 
puter/mainframe  links  to  facilitate  access  to  information 
stored  on  the  corporate  data  base. 

Data  Administration  —  In  1986,  this  group  was  responsi¬ 
ble  for  applying  the  OCC’s  Strategic  Systems  Plan  (SSP) 
to  all  MIS  requests  and  for  supporting  application  de¬ 
velopment.  Through  the  application  of  SSP  Data  Adminis¬ 
tration  was  able  to  develop  a  set  of  priority  projects,  con¬ 
duct  high  level  data  analysis  of  those  projects,  and 
conduct  a  preliminary  analysis  for  all  other  requests.  This 
analysis  provided  the  basis  for  realistic  estimates  of  the 
resources  required  and  the  development  of  an  applica¬ 
tion  development  plan  for  1987. 

In  addition,  Data  Administration  staff  participated  with 
IS&T  staff  in  developing  Application  Development  Life 
Cycle  (ADLC)  standards  that  will  control  and  make  future 
development  efforts  more  effective.  They  also  continued 
to  manage  the  automated  system  risk  management  pro¬ 
gram  and  made  significant  advances  in  the  automated 
security  program.  The  OCC  completed  its  first  3-year 
cycle  of  risk  analyses,  which  have  been  effectively 
managed  to  ensure  that  appropriate  safeguards  are  ap¬ 
plied  and  maintained  for  all  critical  information  systems. 
During  1986,  procedures  were  developed  and  thoroughly 
documented  in  a  manual  that  allowed  for  the  delegation 
of  significant  automated  security  system  responsibilities 
to  the  districts.  That  has  resulted  in  more  effective  con¬ 
trol  over  access  to  sensitive  information.  An  Information 
Systems  Security  Manual  was  developed  and  distribut¬ 
ed  to  all  employees.  Data  Administration  staff  also  con¬ 
tinued  to  be  responsible  for  a  wide  range  of  systems  anal¬ 
ysis  support  for  the  Supervisory  Monitoring  System  (SMS). 

MIS  Planning  —  In  close  cooperation  with  IS&T,  MS  coor¬ 
dinates  a  consolidated  Management  Information  Systems 
(MIS)  plan  for  the  OCC.  The  MIS  planning  process  is  con¬ 
ducted  under  the  guidance  of  the  MIS  Planning  Group, 
which  is  headed  by  the  Deputy  Comptroller  for  Systems 
and  Financial  Management.  The  MIS  planning  process 
requires  MS  to  perform  a  thorough  review  of  MIS  requests 
from  all  planning  units  and  to  make  recommendations 
for  review  by  the  MIS  Planning  Group.  The  result  of  the 
planning  process  is  a  detailed  office  automation  plan 

The  division  also  provides  administrative  support  to  the 
MIS  Planning  Group  which,  in  addition  to  its  annual  plan¬ 
ning  responsibilities,  reviews  and  approves  MIS  develop¬ 
ments  throughout  the  year. 

Financial  Management 

The  Financial  Management  Division  promotes  the  effi 
cient  use  of  the  OCC’s  financial  resources  The  division 
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has  three  branches:  Financial  Planning  and  Analysis,  Ac¬ 
counting  and  Funds  Management,  and  Financial  Review 
and  Systems  Management. 

Financial  Planning  and  Analysis  develops,  recommends, 
implements  and  administers  revenue  and  expenditure 
policy;  performs  financial  analysis;  designs  and  operates 
financial  models;  and  directs  the  OCC's  budget  opera¬ 
tion  which  includes  coordination  with  the  Treasury  Budget 
Office,  OMB,  and  Congress.  In  1986,  the  Financial  Plan¬ 
ning  and  Analysis  Branch. 

•  Formulated  and  recommended  an  expenditure 
reduction  program  which  enabled  OCC  to  meet 
Gramm-Rudman-Hollings  Act  budget  reduction 
targets. 

•  Developed  new  reporting  mechanisms  that  enabled 
OCC  to  monitor  performance  against  Gramm- 
Rudman-Hollings  Act  targets. 

•  Issued  the  1987  Notice  of  Comptroller  of  the  Cur¬ 
rency  Fees. 

•  Performed  financial  analysis  of  programs  and 
projects  in  OCC  to  ensure  maximum  utilization  of 
funds. 

•  Executed  the  1986  operating  budget  and  formulat¬ 
ed  the  1987  operating  budget. 

Accounting  and  Funds  Management  is  responsible  for 
managing  the  OCC’s  financial  reporting  systems.  This  in¬ 
cludes  recording  all  OCC  financial  transactions,  ensur¬ 
ing  that  the  financial  system  effectively  monitors  resource 
utilization  and  forecasting  activities,  and  providing  finan¬ 
cial  reports  for  management.  Additionally,  the  area 
manages  the  investment  portfolio  and  relocation  of  per¬ 
sonnel.  During  1986,  the  Accounting  and  Funds  Manage¬ 
ment  Branch: 

•  Improved  cash  management  activities  to  strength¬ 
en  internal  controls  and  provide  time  efficiencies 
through  automation  of  assessment  billings,  immedi¬ 
ate  processing  of  vendor  invoices  for  payment,  pro¬ 
motion  of  direct  deposit  for  employee  salary  and  ex¬ 


pense  payments,  and  implementation  of  automat¬ 
ed  payment  and  collection  of  reimbursable  agree¬ 
ments  via  Treasury’s  On-line  Payment  and  Collec¬ 
tion  System. 

•  Reduced  outstanding  travel  advances  through  anal¬ 
ysis  of  average  reimbursements.  The  advance 
recoveries  were  invested  to  increase  investment 
income. 

•  Conducted  training  sessions  in  time  and  attendance 
reporting  and  the  Time  and  Travel  Reporting  Sys¬ 
tem  to  improve  the  quality  of  data  and  promote  effi¬ 
ciencies. 

•  Implemented  automated  reporting  to  Treasury. 

•  Enhanced  the  timeliness  and  accuracy  of  the  em¬ 
ployee  relocation  process  by  implementing  on-line 
access  to  the  relocation  contractor’s  data  base. 

Financial  Review  and  Systems  Management  is  respon¬ 
sible  for  quality  control,  internal  control  reviews  and  the 
Federal  Managers’  Financial  Integrity  Act  reporting.  It  is 
also  responsible  for  reviews  of  budget,  travel,  relocation, 
and  other  payments  for  compliance,  and  for  the  develop¬ 
ment  and  implementation  of  financial  systems.  In  1986, 
the  Financial  Review  and  Systems  Management  Branch: 

•  Conducted  quality  control  reviews  of  the  financial 
operations  of  each  district  office.  The  reviews  result¬ 
ed  in  strengthened  internal  controls,  changes  in 
OCC  operational  procedures  based  on  district  ex¬ 
periences,  and  an  exchange  of  information  between 
the  Washington  and  district  offices  on  ways  to  max¬ 
imize  efficiency  and  still  maintain  adequate  internal 
controls. 

•  Coordinated  the  development  and  implementation 
of  changes  to  the  Time  and  Travel  Reporting  Sys¬ 
tem  and  revised  the  reporting  forms  to  reflect  these 
changes. 

•  Completed  the  development  of  an  automated  Trust 
Billing  System. 


Law  Department 


cant  cases  in  which  OCC  was  a  participant  Among  those 
cases  was  litigation  concerning  OCC  approvals  of  vari¬ 
ous  national  bank  activities,  OCC  branching  approvals, 
declarations  of  insolvency,  enforcement  ot  banking  laws 


Litigation 

"tie  Litigation  Division  represents  the  OCC  in  court.  In 
1986  the  Litigation  Division  handled  a  variety  of  sigmfi* 
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and  regulations,  prohibiting  judgment  creditors  of  national 
banks  from  attaching  assets  of  a  national  bank  prior  to 
final  judgment,  and  testimony  and  document  production 
requests. 

In  a  very  important  decision  involving  permissible  activi¬ 
ties  for  national  banks,  the  Supreme  Court  declined  to 
review  decisions  by  the  District  of  Columbia,  Second,  and 
Ninth  Circuit  Courts  of  Appeals  that  upheld  the  OCC’s 
approvals  for  certain  banks  to  pool  Individual  Retirement 
Account  trust  assets.  All  three  challenges  to  OCC’s  ap¬ 
provals  were  made  by  the  Investment  Company  Institute 
(ICI).  ICI  challenged  these  approvals  on  the  basis  that 
the  resulting  collective  investment  trusts  constituted  mutu¬ 
al  funds.  The  Courts  of  Appeals  held  that  establishment 
and  operation  of  these  trusts  was  a  permissible  activity 
for  national  banks. 

Another  major  case  in  the  area  of  permissible  activities 
of  national  banks  is  Securities  Industry  Association  v. 
Conover,  577  F.  Supp.  252  (D.D.C.  1983);  aff'd,  758  F.2d 
739  (D.C.  Cir.  1985).  The  case  concerned  OCC’s  approval 
of  the  applications  of  Security  Pacific  National  Bank  and 
Union  Planters  National  Bank  to  engage  in  the  discount 
brokerage  business.  The  district  court  agreed  with  OCC 
that  the  offering  of  discount  brokerage  services  was  a  per¬ 
missible  activity  for  a  national  bank  but  also  ruled  that 
this  activity  may  only  take  place  at  a  location  that  is  autho¬ 
rized  as  a  branch.  After  the  D.C.  Court  of  Appeals  affirmed 
without  opinion,  both  OCC  and  the  Securities  Industries 
Association  (SIA)  sought  certiorari  from  the  Supreme 
Court.  In  1986,  SIA’s  certiorari  petition  was  denied.  On 
January  14,  1987,  the  Supreme  Court  reversed  the  lower 
court’s  ruling  that  OCC’s  approval  violated  federal 
branching  law.  The  Court  held  that,  while  the  challengers 
had  standing  to  maintain  the  action,  the  activity  of  dis¬ 
count  brokerage  does  not  constitute  a  statutory  branch¬ 
ing  function.  The  result  of  this  ruling  is  that  it  is  now  clear 
that  national  banks  may  offer  discount  brokerage  serv¬ 
ices  at  non-branch  as  well  as  branch  locations. 

In  the  litigation  challenging  OCC’s  approval  of  Citibank’s 
application  to  establish  an  operating  subsidiary  to  sell 
municipal  bond  insurance,  all  parties,  including  intervenor 
Citibank,  have  filed  summary  judgment  motions.  Ameri¬ 
can  Insurance  Association  v.  Selby ,  No.  85-1489  (D.D.C.). 
These  motions  are  currently  pending  before  the  district 
court.  For  further  information  on  this  litigation,  see  Quart¬ 
erly  Journal,  Vol.  5,  No.  1  (1986). 

The  sale  of  insurance  by  national  banks  pursuant  to  12 
U.S.C.  §  92  resulted  in  two  lawsuits  against  OCC  in  1986. 
Under  §  92,  OCC  permits  national  banks  that  have  bank¬ 
ing  offices,  banks  or  branches  in  locations  with  a  popu¬ 
lation  of  less  than  5,000  to  sell  insurance  to  existing  and 
potential  customers  regardless  of  where  the  insurance 
customers  are  located  In  National  Association  of  Life  Un¬ 


derwriters,  et  al.  v.  Clarke,  eta!.,  No.  86-3042  (D.D.C); 
and  Independent  Insurance  Agents  of  America  v.  Clarke, 
et  al.,  No.  86-3045  (D.D.C.),  OCC’s  approval  of  the  sale 
of  insurance  by  U.S.  National  Bank  of  Oregon  in  a  loca¬ 
tion  of  fewer  than  5,000  residents  to  insurance  customers 
outside  of  that  location  was  challenged  as  being  viola¬ 
tive  of  12  U.S.C.  §  §  92,  36,  81  and  the  Bank  Holding  Com¬ 
pany  Act,  12  U.S.C.  §  1841,  et  seq.  The  case  is  currently 
pending  in  district  court. 

The  Litigation  Division  also  participated  in  several  cases 
that  concerned  the  enforcement  of  banking  laws  and 
regulations.  One  such  case  included  a  series  of  adminis¬ 
trative  actions  and  a  federal  securities  enforcement  ac¬ 
tion  involving  T.  Bertram  Lance.  In  the  administrative  ac¬ 
tions,  the  OCC  had  alleged  that  Mr.  Lance  engaged  in 
check  kiting,  received  the  proceeds  of  nominee  loans 
from  CFNB,  and  illegally  retained  commissions  from  the 
sale  of  credit  life  insurance  that  were  owed  to  the  bank. 
In  the  securities  action,  the  OCC  alleged  that  CFNB  had 
failed  to  disclose  the  above  transactions  in  securities  fil¬ 
ings  and  certain  other  loan  transactions  involving  Lance, 
Jake  Butcher  and  the  United  American  Banks.  In  1986, 
favorable  settlements  were  reached  with  the  Calhoun  First 
National  Bank  and  Mr.  Lance. 

The  Litigation  Division,  in  conjunction  with  the  Enforce¬ 
ment  and  Compliance  Division,  also  litigated  the  first 
public  administrative  hearing  in  the  history  of  the  agen¬ 
cy.  This  case,  In  Re  Stoddard,  Michigan  National  Bank 
of  Detroit,  Nos.  AA-EC-85-43  and  AA-EC-85-44  (consoli¬ 
dated)  (1986),  was  brought  against  Stanford  C.  Stoddard, 
who  formerly  was  the  Chairman  of  the  Boards  of  Direc¬ 
tors  and  Chief  Executive  Officer  of  the  Michigan  Nation¬ 
al  Corporation  and  Michigan  National  Bank  of  Detroit. 
The  OCC  alleged  that  Mr.  Stoddard  breached  his 
fiduciary  duties,  violated  the  law  and  engaged  in  unsafe 
or  unsound  banking  practices  by  using  the  bank’s  and 
the  corporation’s  assets  for  a  broad  array  of  personal  ser¬ 
vices  and  benefits,  including  extensive  improvements, 
repairs  and  maintenance  work  on  his  residence  and  sum¬ 
mer  home,  and  wedding  parties  for  his  children  and 
friends.  The  OCC  seeks  to  remove  Stanford  C.  Stoddard 
from  banking  pursuant  to  12  U.S.C.  Sections  1818(e)(1) 
and  (2)  and  to  assess  him  a  civil  money  penalty  of 
$500,000.  A  decision  from  the  administrative  law  judge 
who  heard  this  case  is  expected  in  spring  of  1987. 

Also  in  the  area  of  enforcement,  OCC’s  authority  to  or¬ 
der  reimbursement  and  assess  civil  money  penalties  was 
subject  to  legal  challenge.  The  Seventh  Circuit  ruled  that 
under  12  U.S.C  §  1818(b),  OCC  could  not  order  a  direc¬ 
tor  to  reimburse  a  bank  for  violations  of  a  national  bank’s 
legal  lending  limit  without  a  trial  as  prescribed  in  12  U.S.C 
§  93(a).  Larimore.  et  al.  v.  Comptroller,  789  F2d  1244 
(7th  Cir.  1986).  The  court,  sitting  en  banc,  reversed  its 
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previous  ruling  that  the  language  of  12  U.S.C.  §  1818(b) 
provided  authority  for  reimbursement.  For  further  infor¬ 
mation  on  this  case,  see  Quarterly  Journal  Vol.  5,  No.  1 
(1986)  OCC's  authority  to  commence  an  administrative 
hearing  for  the  purpose  of  assessing  civil  money  penal¬ 
ties  was  challenged  in  Abercrombie,  et  al.  v.  OCC , 
IP-86-825-C  (S.D.  Ind.).  The  directors  of  a  national  bank, 
after  requesting  an  administrative  hearing,  sought  injunc¬ 
tive  relief  to  block  the  hearing  arguing  that  OCC’s  assess¬ 
ment  was  improper  under  Larimore.  The  directors  argued 
that  OCC  could  not  assess  civil  money  penalties  for  past 
violations  as  that  was  ruled  impermissible  by  Larimore. 
OCC  argued  that  Larimore  supported  OCC’s  assessment 
and  further  that  the  court  lacked  jurisdiction  as  it  had  been 
withdrawn  by  12  U.S.C.  §  1818.  The  district  court  agreed 
with  OCC  that  Congress  had  withdrawn  district  court  juris¬ 
diction  to  enjoin  an  administrative  hearing  and  ruled  that 
the  proper  place  for  the  directors'  disputes  to  be  heard 
is  the  administrative  forum.  This  case  has  been  appealed 
and  is  currently  pending  before  the  Seventh  Circuit.  Aber¬ 
crombie,  et  al.  v.  OCC,  No.  86-2493  (7th  Cir.). 

Finally  in  the  area  of  enforcement,  OCC  litigated  a  na¬ 
tional  bank’s  noncompliance  with  a  capital  directive.  OCC 
issued  a  capital  directive  that  required  a  bank  to  main¬ 
tain  a  primary  capital  ratio  of  at  least  7  percent.  In  Secu¬ 
rity  National  Bank  v.  Clarke,  No.  86-0637  (D.D.C.),  the 
bank  sued  OCC  arguing  that  the  statutes  authorizing  the 
issuance  of  capital  directives  were  unconstitutional.  OCC 
subsequently  filed  an  application  for  summary  enforce¬ 
ment  of  the  capital  directive.  Clarke  v.  Security  National 
Bank,  No.  86-0876  (D.D.C.).  The  court,  while  not  reach¬ 
ing  the  constitutionality  issues  raised  by  the  bank,  did  is¬ 
sue  an  order  enforcing  the  capital  portion  of  an  existing 
Formal  Agreement  between  the  bank  and  OCC. 

In  a  case  of  first  impression,  OCC  along  with  the  FDIC, 
sought  to  enjoin  judgment  creditors  of  a  national  bank 
from  executing  on  a  state  court  judgment.  In  United  States 
v.  Lemaire,  et  al.,  CA-1-86-143-k  (N.D.  Tx.),  OCC  sought 
injunctive  and  declaratory  relief  arguing  that  12  U.S.C.  § 
91  prohibits  judgment  creditors  of  a  national  bank  from 
attaching  assets  or  executing  judgments  before  final  judg¬ 
ment.  Under  OCC’s  interpretation,  the  phrase  “final  judg¬ 
ment  means  after  all  appeals  had  been  exhausted.  The 
judgment  creditors  argued  that  the  phrase  “final  judg¬ 
ment  meant  only  the  final  order  of  the  trial  court.  After 
entry  of  the  state  court  judgment,  the  judgment  creditors 
commenced  attachment  proceedings  which  interrupted 
me  national  bank’s  ability  to  do  business.  OCC  subse¬ 
quently  filed  suit  The  federal  district  court  agreed  with 
OCC  and  enjoined  the  judgment  creditors  from  taking 
any  action  concerning  attachment  or  execution  until  all 
apoeals  had  been  exhausted  in  the  underlying  litigation, 
'he  case  is  currently  pending  before  the  Fifth  Circuit 
Court  of  Appeals  United  States  v  Lemaire.  et  al.,  No. 
86-1761  (5th  Circuit) 

✓  //as  sued  several  times  in  1986  concerning  the  ex¬ 


ercise  of  its  authority  to  close  national  banks  when  the 
Comptroller  is  satisfied  that  they  are  insolvent.  OCC’s 
closure  of  Golden  Pacific  National  Bank  has  generated 
much  litigation  of  which  OCC  has  been  named  a  defen¬ 
dant  in  three  cases.  In  the  first  case,  Golden  Pacific  Ban¬ 
corp.  v.  Clarke,  No.  85-2384  (D.D.C.),  that  plaintiff  alleged 
that  the  Comptroller  acted  improperly  in  declaring  the 
bank  insolvent.  The  plaintiff  sought  money  damages  and 
a  restoration  of  the  bank’s  charter.  OCC  argued  that  the 
action  it  took  against  the  bank  was  rational  and  proper 
under  the  law.  The  court  agreed  with  OCC  and  held  that 
the  standard  of  review  was  very  narrow  and,  based  on 
the  administrative  record,  granted  OCC’s  motion  for  sum¬ 
mary  judgment.  In  the  second,  case,  Chuang  v.  FDIC, 
et  al.,  No.  86-1415  (D.D.C.),  the  plaintiff  alleged  a  wrong¬ 
ful  taking.  The  plaintiff,  president  of  the  bank,  also  had 
a  law  office  in  the  bank’s  building.  When  the  FDIC  was 
appointed  receiver,  its  liquidators  took  possession  of  the 
bank’s  building  which  included  the  office  of  the  president 
of  the  bank.  The  bank’s  president  sued  OCC,  FDIC,  FBI 
and  unknown  agents  of  the  agencies.  The  court  granted 
OCC’s  motion  for  summary  judgment  and  held  that 
OCC’s  role  in  closing  the  bank  concluded  when  it  issued 
a  declaration  of  insolvency  and  appointed  FDIC  receiver. 
Thus  OCC  is  not  liable  for  actions  subsequent  to  the 
declaration  of  insolvency.  The  case  against  the  remain¬ 
ing  defendants  was  transferred  to  the  Southern  District 
of  New  York.  The  third  case,  Asian  Americans  for  Equali¬ 
ty,  et  al.  v.  OCC,  No.  85-Civ-6292  (S.D.  N.Y.)  is  currently 
stayed. 

In  another  case  challenging  OCC’s  authority  to  declare 
a  bank  insolvent,  National  Bank  of  Stewartville  v.  Com¬ 
ptroller,  No.  4-86-911  (Bench  dec.  December  4,  1986,  D. 
Minn.),  the  bank  sought  an  order  from  a  court  to  delay 
OCC’s  closure  of  the  bank  because  the  bank  needed  two 
weeks  for  a  prospective  purchaser  to  make  a  decision 
about  purchasing  the  bank.  The  court  held  that  it  did  not 
have  jurisdiction  to  issue  such  an  order.  12  U.S.C.  §  191 
effectively  removed  jurisdiction  from  the  court  for 
challenges  to  declarations  of  insolvency  by  OCC. 

The  Comptroller's  approval  of  a  national  bank’s  main 
office  relocation  from  New  Jersey  to  Pennsylvania  was 
challenged  and  upheld  in  federal  district  court.  McEn- 
teer  v.  Clarke,  No.  86-3631,  (E  D.  Pa.  1986).  The  bank 
is  a  subsidiary  of  a  New  Jersey  bank  holding  company. 
The  plaintiff  is  the  Secretary  of  the  Pennsylvania  Depart¬ 
ment  of  Banking.  Grounds  for  the  challenge  were  that 
the  relocation  was  in  violation  of  the  federal  relocation  sta¬ 
tute,  12  U.S.C.  §  30;  the  Bank  Holding  Company  Act 
(BHCA),  12  U.S.C  §  1842(d);  and  the  Pennsylvania  Bank¬ 
ing  Code.  The  statute  allows  relocation  “to  any  other  lo¬ 
cation  within  30  miles  of  the  city,  town  or  village  where 
the  bank  is  located  (a  provision  that  a  relocation  be  with¬ 
in  the  same  state  was  deleted  from  §  30  in  1959).  In 
this  case,  the  move  was  less  than  30  miles.  The  court  not¬ 
ed  that  the  BHCAs  jurisdiction  only  reaches  an  “acqui- 
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sition”  and  not  a  relocation.  Finally,  the  court  held  that 
the  plaintiff’s  interpretation  of  that  statute  violated  the  com¬ 
merce  clause.  An  appeal  to  the  Third  Circuit  is  pending. 

Another  case  concerning  branching  involved  the  defini¬ 
tion  of  the  term  "state  bank"  as  used  in  federal  branch¬ 
ing  law.  In  Department  Banking  of  Mississippi,  et  at.  v. 
Comptroller  and  Guaranty  National  Bank,  No.  85-4722 
(5th  Cir),  the  Mississippi  Department  of  Banking 
challenged  OCC’s  approval  of  a  branch  beyond  the 
100-mile  radius  that  restricts  branching  of  state-chartered 
commercial  banks  in  Mississippi.  OCC  approved  the 
branch  on  an  interpretation  of  the  term  "state  bank"  that 
included  state  savings  associations  that  engaged  in  the 
business  of  banking.  The  district  court  ruled  that  state 
nomenclature  for  financial  entities  controls  the  federal  defi¬ 
nition.  OCC  and  the  national  bank  have  appealed  and 
that  appeal  is  currently  pending. 

OCC  participated  in  another  case  involving  the  definition 
of  the  term  "state  bank."  In  Union  State  Bank  v.  Marine 
Midland  Bank,  etal.,  No.  86-CIV-8419  (S.D.  N.Y.),  a  bank 
challenged  OCC’s  approval  of  a  national  bank  to  oper¬ 
ate  an  existing  branch  of  a  state-chartered  savings  and 
loan  association  which  it  had  previously  acquired.  The 
challenge  concerned  New  York’s  home  office  protection 
statute.  The  case  is  currently  pending  before  the  district 
court. 

OCC  continued  to  litigate  the  challenges  to  its  approvals 
of  nonbank  bank  charters.  In  1986,  the  Litigation  Division 
filed  a  motion  to  vacate  the  preliminary  injunction  issued 
in  1985  that  forbade  OCC  from  issuing  any  new  charters 
for  nonbank  banks.  This  motion  is  currently  pending.  See 
Quarterly  Journal  Vol.  5,  No.  1  (1986),  for  further  infor¬ 
mation  on  this  case. 

OCC  was  involved  in  several  cases  concerning  its  ap¬ 
praisal  of  the  stock  of  shareholders  who  dissent  to  a  merg¬ 
er  or  a  consolidation.  OCC’s  appraisal  was  recently  up¬ 
held  in  the  Third  Circuit.  Keeffe  v.  Citizens  and  Northern 
Bank,  et  a!.,  slip  op.  (3d  Cir.  filed  December  29,  1986). 
In  another  stock  appraisal  case  the  Supreme  Court 
declined  to  grant  certiorari  in  a  Seventh  Circuit  case  that 
also  upheld  OCC’s  appraisal  methodology.  Beerly  v. 

Department  of  the  Treasury,  et  al. , _ U.S. _ 

89  L.  Ed.  2d  301  (1986).  OCC's  appraisal  methodology 
was  also  upheld  in  Yabsley  v.  Conover,  644  F.  Supp.  689 
(N.D.  III.  1986). 

The  Litigation  Division,  as  in  past  years,  devoted  a  large 
percentage  of  time  to  testimony  and  document  produc¬ 
tion  requests  under  §  4.19  and  the  litigation  that  results 
therefrom.  Of  particular  note  is  the  case  styled  In  re  Con¬ 
tinental  Illinois  Securities  Litigation,  No.  80-C-4712  (Bench 
dec.,  October  29,  1986,  N.D.  III.).  The  former  auditors  of 
Continental  Illinois  National  Bank  sought  to  depose  the 
Comptroller  concerning  information  he  may  have  had 


about  the  condition  of  the  bank.  OCC  objected  on  the 
grounds  of  governmental  privilege  and  was  upheld  by 
the  court.  The  court,  however,  did  allow  certain  other  dis¬ 
covery  against  OCC. 

Enforcement  and  Compliance 

The  Enforcement  and  Compliance  Division,  in  conjunc¬ 
tion  with  the  Districts,  is  principally  responsible  for  recom¬ 
mending  administrative  actions  in  appropriate  cases  and 
for  representing  the  Office  in  presenting  and  litigating 
these  actions. 

During  1986,  the  OCC  completed  approximately  396  ad¬ 
ministrative  actions,  including  3  temporary  cease  and 
desist  orders,  81  cease  and  desist  orders,  224  formal 
agreements,  40  memoranda  of  understanding,  22  com¬ 
mitment  letters  and  26  removal  proceedings.  In  addition, 
the  OCC  completed  196  civil  money  penalties  against 
directors  or  other  individuals  participating  in  the  affairs 
of  national  banks  and  one  civil  money  penalty  against 
a  national  bank. 

The  division  conducted  four  formal  administrative  hear¬ 
ings  on  enforcement  matters  in  1986.  Two  of  the  matters 
involved  civil  money  penalties  and  removal  actions,  while 
the  other  two  hearings  involved  a  civil  money  penalty  and 
a  cease  and  desist  order.  Of  these  four  litigated  matters, 
two  were  ultimately  settled  prior  to  decisions  and  two  are 
awaiting  the  decisions  of  the  presiding  administrative  law 
judge.  In  addition  to  these  formal  administrative  hearings, 
the  division  also  initiated  two  investigations  in  1986  pur¬ 
suant  to  formal  orders.  Each  of  these  investigations  is  cur¬ 
rently  continuing. 

During  the  year,  the  division  worked  closely  with  represen¬ 
tatives  of  the  Department  of  Justice  and  the  bank  regula¬ 
tory  agency  task  force  to  improve  the  criminal  referral 
process  and  interagency  communication.  To  that  end,  the 
agency's  interpretive  rulings  on  criminal  referrals  were 
modified  and  new  regulations,  at  12  C.F.R.  Part  21,  were 
promulgated. 

The  division,  working  with  the  Federal  Financial  Institu¬ 
tions  Examination  Council,  initiated  the  Interagency  White 
Collar  Crime  Seminar.  This  course  was  modeled  after  the 
OCC  course  which  had  been  conducted  since  1978.  The 
first  seminar  was  presented  in  November  of  1986.  This 
course  is  designed  to  enhance  the  examiner's  ability  to 
detect,  investigate  and  document  criminal  activity  and 
related  insider  abuse  with  national  banks. 

Other  projects  begun  in  1986  included  the  drafting  of  a 
policy  and  procedure  statement  governing  the  Bank 
Secrecy  Act.  Also,  a  wholesale  revision  of  12  C.FR  Part 
19,  Rules  of  Practice  and  Procedure  was  begun.  Finally, 
movement  was  initiated  to  create  an  Administrative  Law 
Judge  position  for  the  OCC 
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in  conclusion,  the  offshore  shell  bank  unit  of  the  division 
worked  with  local,  national  and  international  law  enforce¬ 
ment  authorities  by  providing  information,  support  and 
expert  testimony  and  continued  to  alert  the  banking  in¬ 
dustry  to  the  existence  of  fraudulent  and  questionable 
practices  in  this  area. 

Securities  &  Corporate  Practices 

The  Securities  &  Corporate  Practices  Division  is  respon¬ 
sible  for  administering  and  enforcing  the  federal  securi¬ 
ties  laws  affecting  national  banks,  including  the  Securi¬ 
ties  Exchange  Act  of  1934  (Exchange  Act)  and  the 
Comptroller’s  Securities  Exchange  Act  Disclosure  Rules, 
12  C.F.R.  11  (Disclosure  Rules).  The  division  also 
administers  and  enforces  the  Comptroller’s  Securities 
Offering  Disclosure  Rules,  12  C.F.R.  16,  which  apply  to 
national  banks  making  public  offers  and  selling  their  secu¬ 
rities.  Further,  the  division  is  responsible  for  administer¬ 
ing  the  Office’s  enforcement  program  as  it  relates  to  bank 
securities  activities,  including  violations  of  the  federal 
securities  laws  involving  bank  municipal  securities  deal¬ 
ers,  bank  transfer  agents  and  publicly  traded  banks,  and 
other  bank  securities  activities  involving  violations  of  the 
federal  securities  and  national  banking  laws.  The  division 
has  continuing  responsibility  for  providing  legal  advice 
on  provisions  of  the  Glass-Steagall  Act  relating  to  bank 
securities  activities,  as  well  as  certain  provisions  of  the 
national  banking  laws  affecting  bank  capital  structure  and 
corporate  practices  and  the  Comptroller’s  Trust  Regula¬ 
tions  which  involve  securities  and  collective  investment 
activities  of  national  banks.  The  division  also  provides  in¬ 
terpretive  advice  on  the  Change  in  Bank  Control  Act  of 
1978  (CBCA)  and  provisions  of  the  national  banking  laws 
concerning  the  corporate  practices  of  national  banks. 
Finally,  the  division  is  responsible  for  acting  as  liaison  with 
federal  and  state  securities  regulatory  agencies,  includ¬ 
ing  the  Securities  and  Exchange  Commission  (SEC). 

During  1986,  the  division  was  involved  in  activities  and 
projects  involving  all  of  its  major  program  responsibilities. 
The  division  continued  to  review  numerous  securities 
registration  statements,  annual  and  special  meeting  proxy 
materials,  tender  offer  and  beneficial  ownership  materi¬ 
als,  periodic  reports  and  other  reports  required  to  be  filed 
with  the  Office  pursuant  to  the  Comptroller's  various  se¬ 
curities  disclosure  rules  and  merger  application  proce¬ 
dures  The  division  also  issued  several  interpretive  letters 
concerning  the  construction  of  its  securities  disclosure 
rules 

In  the  securities  enforcement  area,  the  division  pursued 
several  enforcement  proceedings  and  formal  investiga- 
*  ons  The  division  actively  participated  in  suits  brought 
on  behalf  of  the  Comptroller  in  federal  district  court  seek¬ 
ing  to  enjoin  several  national  banks  and  individuals  from 
/•oiating  the  securities  laws 


In  Comptroller  of  the  Currency  v.  Industrial  National  Bank 
of  East  Chicago,  East  Chicago,  Indiana,  Civil  Action  No. 
86-0310  (D.D.C.  February  4,  1986),  the  Comptroller 
alleged  that  the  defendant  violated  the  proxy  and  peri¬ 
odic  reporting  requirements  of  the  Exchange  Act.  The 
defendant  was  enjoined  from  further  violations  of  the 
federal  securities  laws  and  was  directed  to  solicit  proxies 
and  file  required  reports  in  accordance  with  the  Ex¬ 
change  Act. 

The  Comptroller,  in  Comptroller  of  the  Currency  v.  New 
World  National  Bank,  Pittsburgh,  Pennsylvania,  Civil  Ac¬ 
tion  No.  86-2047  (D.D.C.  July  28,  1986),  obtained  a  con¬ 
sent  injunction  with  the  filing  of  a  suit  alleging  violations 
of  the  periodic  reporting  provisions  of  the  Exchange  Act. 
The  defendant  was  enjoined  from  further  Exchange  Act 
violations  and  was  required  to  file  amendments  to  cer¬ 
tain  periodic  reports  which,  as  filed,  were  false  and  mis¬ 
leading. 

In  Comptroller  of  the  Currency  v.  Farmers  National  Bank 
of  Appomattox,  Appomattox,  Virginia,  Civil  Action  No. 
86-1708  (D.D.C.  June  19,  1986),  the  Comptroller  institut¬ 
ed  a  civil  injunctive  action  for  violations  of  the  proxy, 
reporting,  and  registration  requirements  of  the  Exchange 
Act.  The  defendant  was  permanently  enjoined  from  fur¬ 
ther  violations  of  the  Exchange  Act  and  the  bank  was  re¬ 
quired  to  reconvene  its  1986  annual  meeting  of  share¬ 
holders. 

This  division,  in  cooperation  with  the  Litigation  Division, 
also  concluded  a  civil  action  injunctive  action  against  Cal¬ 
houn  First  National  Bank  and  T.  Bertram  Lance,  the 
bank’s  former  Chairman  of  the  Board,  alleging  violations 
of  the  reporting  and  proxy  soliciation  provisions  of  the 
Exchange  Act.  Comptroller  of  the  Currency  v.  Calhoun 
First  National  Bank,  Calhoun,  Georgia,  and  T.  Bertram 
Lance,  Civil  Action  No.  85-2500  (D.D.C.  August  29,  1985). 
The  bank  had  consented  in  early  1986  to  the  issuance 
of  an  order  enjoining  the  bank  from  engaging  in  further 
violations  of  the  Exchange  Act  and  requiring  the  bank 
to  amend  past  securities  disclosure  filings  made  with  the 
Comptroller.  In  September  1986,  Mr.  Lance  consented 
to  the  entry  of  a  final  order  of  permanent  injunction  which 
enjoined  him  from  future  violations  of  the  Exchange  Act 
and  ordered  him  to  furnish  the  bank  with  information 
necessary  to  enable  it  to  amend  past  securities  disclosure 
filings. 

During  1986,  the  division  conducted  formal  investigations 
and  informal  inquiries  into  possible  violations  of  the  bank¬ 
ing  and  federal  securities  laws  by  national  banks  and  per¬ 
sons  participating  in  the  conduct  of  the  affairs  of  nation¬ 
al  banks,  including  formal  investigations  into  allegations 
of  Exchange  Act  and  Municipal  Securities  Rulemaking 
Board  rule  violations  involving  national  bank  municipal 
securities  dealer  departments. 
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In  1986,  the  division  participated  in  significant  matters  in¬ 
volving  interpretations  of  the  Glass-Steagall  Act  and  other 
provisions  of  the  national  banking  laws  applicable  to  bank 
securities  activities.  The  division  participated  in  the 
Office's  consideration  and  approval  of  one  application  by 
national  banks  to  establish  collective  investment  funds  for 
the  collective  investment  of  Individual  Retirement  Ac¬ 
counts  and  a  separate  application  to  establish  collective 
investment  funds  for  the  collective  investment  of  Individual 
Retirement  Accounts  and  single  or  commingled  pension 
or  profit-sharing  trust  assets.  Further,  the  division  ap¬ 
proved  an  application  of  a  national  bank  to  establish  a 
wholly  owned  operating  subsidiary  through  the  acquisi¬ 
tion  of  an  options  and  futures  clearing  firm,  as  well  as 
an  application  to  establish  an  operating  subsidiary  to  en¬ 
gage  in  brokerage  and  investment  advisory  services.  The 
division  also  participated  in  the  consideration  of  a 
proposal  by  a  national  bank  to  acquire  an  operating  sub¬ 
sidiary  to  engage  in  "riskless  principal"  brokerage  and 
market  making  securities  and  the  providing  of  brokerage 
investment  advice  to  clients.  The  division  assisted  in  the 
issuance  of  a  no  objection  response  to  a  national  bank’s 
proposal  to  issue  and  sell  collateralized  mortgage  obli¬ 
gations  and  responded  to  congressional  inquiries  con¬ 
cerning  the  same  proposal.  Moreover,  the  division  con¬ 
sidered  a  proposal  by  national  bank  to  establish  an 
operating  subsidiary  to  engage  in  the  arbitrage  of  finan¬ 
cial  future  products. 

The  division  also  assisted  in  defending  several  lawsuits 
brought  by  industry  associations  challenging  the  Comp¬ 
troller's  authorization  of  new  products  and  services  by 
national  banks.  The  division  assisted  in  the  Office’s 
defense  of  various  cases  styled  as  Investment  Company 
Institute  v.  Conover.  These  cases  considered  the  legality 
of  this  Office’s  approval  of  the  operation  by  national  banks 
of  common  trust  funds  consisting  of  commingled  In¬ 
dividual  Retirement  Accounts.  During  1986,  three  Circuit 
Courts  upheld  this  Office’s  authorization  of  such  collec¬ 
tive  funds.  In  November  1986,  the  Supreme  Court  denied 
certiorari  on  all  three  of  the  above  cases.  See  107  S.Ct. 
421-22  (1986).  Moreover,  the  division  consulted  with  the 
Federal  Reserve  Board  in  connection  with  the  appeal  of 
Securities  Industry  Association  v.  Federal  Reserve  Board 
System,  Civil  Action  No.  86-5089  (D.D.C.  December  23, 
1986).  In  that  case,  the  Federal  Circuit  Court  for  the  Dis¬ 
trict  of  Columbia  upheld  the  Federal  Reserve  Board’s  ap¬ 
proval  of  a  bank's  commercial  paper  placement  activi¬ 
ties  for  third  parties.  The  Circuit  Court  found  that  the  bank 
did  not  need  to  have  a  pre-existing  relationship  with  the 
customer  in  order  to  offer  the  commercial  paper  place¬ 
ment  services  and  held  that  the  bank’s  activities  did  not 
constitute  statutory  "underwriting"  in  violation  of  the 
Glass-Steagall  Act. 

Finally,  in  the  CBCA  area,  the  division  prepared  the 
Comptroller’s  final  rule  requiring  the  Office  to  announce 


receipt  of  filings  of  notices  of  changes  in  control  and  dis¬ 
close  certain  summary  information  contained  in  the  no¬ 
tices.  In  cases  where  the  acquirer  proposes  to  effect  an 
acquisition  of  control  by  means  of  a  tender  offer,  the  rule 
provides  the  Office  discretion  to  keep  confidential  the  ac¬ 
ceptance  for  filing  of  the  notice.  The  provision  also  takes 
into  account  the  requirements  of  the  Williams  Act  amend¬ 
ments  to  the  Exchange  Act  governing  tender  offers. 

Legal  Advisory  Services 

During  1986,  the  Legal  Advisory  Services  Division  pro¬ 
vided  legal  advice  and  opinions  to  the  examining,  policy 
and  administrative  divisions  of  the  OCC,  its  district  and 
field  offices,  national  banks,  attorneys,  and  the  public. 
Specific  projects  undertaken  during  the  past  year  include 
the  following. 

Corporate  Applications 

•  LASD  advised  BOS  and  the  Policy  Group  on  a  variety 
of  merger  issues  and  proposed  merger  transactions. 

•  LASD  issued  opinions  regarding  various  operating 
subsidiary  applications. 

•  LASD  issued  opinions  regarding  applications  for  D.C. 
banks  under  the  new  D.C.  banking  law. 

Expansion  of  Bank  Activities 

•  LASD  advised  that  a  national  bank  may  offer  both 
brokerage  and  investment  advisory  services  through 
a  single  operating  subsidiary. 

•  LASD  issued  an  opinion  that  12  U.S.C.  §  92  imposes 
no  restriction  on  the  locations  of  customers  who 
choose  to  purchase  insurance  through  a  branch  office 
located  in  a  town  with  a  population  of  5,000  or  less. 

•  LASD  issued  an  opinion  that  national  banks  may  func¬ 
tion  as  agents  in  the  sale  of  title  insurance  as  an  inci¬ 
dent  of  their  express  authority  to  make  loans  that  are 
secured  by  liens  on  real  estate. 

•  LASD  issued  an  opinion  that  national  banks  may  com¬ 
bine  discount  brokerage  services  with  the  offering  of 
basic  research  services  obtained  by  third  parties. 

•  LASD  issued  legal  opinions  that  national  bank  broker¬ 
age  authority  extends  to  sales  of  mutual  fund  shares, 
sales  of  unit  investment  trust  units  and  sales  of  affiliate 
paper. 

•  LASD  offered  advice  regarding  national  bank 
proposals  to  issue  and  sell  collateralized  mortgage  ob¬ 
ligations. 
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•  LASD  issued  legal  opinions  that  national  banks  may 
act  as  clearing  agents  for  the  buying  and  selling  of 
futures  and  options. 

•  LASD  advised  regarding  national  bank  buying  and 
selling  of  precious  coins  and  metals. 

•  LASD  advised  that  national  banks  may  participate  in 
brokerage  and  market-making  activities  undertaken  in 
a  "riskless  principal”  capacity. 

New  Regulations 

•  LASD  drafted  a  proposed  rule  revising  OCC  policy  on 
bank  management  of  trust  funds  awaiting  investment 
or  distribution. 

•  LASD  provided  legal  advice  and  drafting  assistance 
on  the  capital  forbearance  program  for  agricultural  and 
energy  lenders  and  on  a  related  technical  amendment 
to  the  lending  limit  regulation. 

•  LASD  drafted  proposed  revisions  to  the  lending  limit 
regulation. 

•  LASD  provided  legal  support  in  the  drafting  of  a  risk- 
based  capital  regulation  at  12  C.F.R.  Part  3. 

•  LASD  drafted  a  proposed  rule  revising  12  C.F.R.  Parts 
29,  30  and  34. 

•  LASD  drafted  a  regulation  which  contains  significant 
investment  securities  rulings  from  1983  to  1986. 

Supervision 

•  LASD  provided  legal  support  for  implementation  of  the 
new  Supervisory  Approach. 

•  LASD  provided  legal  assistance  in  connection  with  the 
record  number  of  bank  closings  in  1986. 

•  LASD  advised  the  City  Council  and  the  Mayor  of  the 
District  of  Columbia  and  the  U.S.  Congress  regarding 
the  new  DC.  banking  law. 

Administrative 

•  LASD  provided  legal  services  to  the  administrative  side 
of  the  Office  in  the  areas  of  personnel,  procurement, 
EEO,  and  financial  matters. 

•  lASD  provided  legal  analysis,  prepared  legal  opinions, 
and  drafted  legislation  and  agreements  in  support  of 
the  effort  to  maintain  OCC  budgetary  independence 
n  ght  of  the  Gramm-Rudman-Hollings  Deficit  Reduc¬ 
er  Ant  and  of  OMB  efforts  to  assert  apportionment 
authority  over  the  funds  of  the  OCC 


•  All  LASD  attorneys  participated  in  the  “files  review 
project,”  an  effort  to  reorganize  the  division's  legal  files 
and  prepare  the  files  for  inclusion  in  the  LEXIS  com¬ 
puter  legal  research  system. 

•  LASD  prepared  rulings  on  appeals  of  OCC  denials  of 
requests  submitted  under  the  Freedom  of  Information 
Act  for  OCC  materials. 

Task  Forces 

•  The  director  of  LASD  served  on  OCC’s  task  force  on 
technology. 

•  An  LASD  attorney  served  on  the  Chief  Counsel's  task 
force  on  training. 

•  An  LASD  attorney  was  appointed  to  the  Equal  Employ¬ 
ment  Opportunity  Advisory  Committee. 

•  Two  LASD  attorneys  served  on  the  insurance  task  force. 
General  Banking  Operations 

During  the  year,  LASD  provided  interpretive  letters  and 
memoranda  on  a  variety  of  internally  and  externally 
generated  questions  concerning  such  matters  as  bank 
powers,  lending  limits,  the  international  debt  situation,  real 
estate  holdings  and  property  acquired  in  satisfaction  of 
debts  previously  contracted,  affiliate  transactions, 
adjustable-rate  mortgages,  home  equity  loans,  Glass- 
Steagall  Act,  state  regulation  of  national  banks,  and  na¬ 
tional  treatment  of  U.S.  banks  abroad. 

Legislative  and  Regulatory  Analysis 

The  Legislative  and  Regulatory  Analysis  Division  has  a 
legislative  section  and  a  regulatory  analysis  section.  The 
legislative  section  offers  legal  advice  to  OCC  officials  on 
pending  legislation  that  may  affect  the  OCC,  the  bank¬ 
ing  system  or  other  financial  institutions.  In  addition,  the 
legislative  section  acts  as  counsel  to  the  Comptroller  in 
agency  administrative  proceedings. 

Legislative  attorneys  prepare  briefing  materials  on  legis¬ 
lative  proposals,  participate  in  the  formulation  of  the  agen¬ 
cy's  position  on  legislation,  and  maintain  legislative 
resource  materials.  They  also  participate  in  drafting  Con¬ 
gressional  testimony  for  the  Comptroller  or  his  designat¬ 
ed  representative,  respond  to  Congressional  inquiries, 
and  draft  legislation.  Legislative  attorneys  maintain  con¬ 
tact  with  Congressional  staffs,  representatives  of  other 
agencies,  bank  and  trade  association  representatives, 
and  others  regarding  proposed  legislation.  On  occasion, 
they  address  various  groups,  including  bankers'  associ¬ 
ations,  bank  counsel,  and  OCC  staff  members  on  legal 
and  legislative  matters. 
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During  1986,  the  legislative  section  prepared  or  provid¬ 
ed  assistance  in  the  preparation  of  Congressional  testimo¬ 
ny  on  a  variety  of  topics,  including  proposed  amendments 
to  the  Bank  Secrecy  Act,  the  availability  of  farm  credit  and 
amendments  to  the  Bankruptcy  Code  to  assist  family 
farmers,  expansion  of  the  federal  bank  regulators’  authori¬ 
ty  to  approve  interstate  acquisitions  of  failed  or  failing 
banks,  the  Gramm-Rudman-Hollings  budget  restrictions, 
and  the  impact  of  the  Glass  Steagall  Act  on  the  banking 
industry. 

The  legislative  attorneys  also  reviewed  legislation  and 
provided  counsel  on  the  following  legislative  issues:  fed¬ 
eral  deposit  insurance  reform,  including  FSLIC  recapitali¬ 
zation;  consumer  legislation,  such  as  delayed  funds  avail¬ 
ability,  truth-in-savings,  and  credit  card  disclosure; 
agricultural  bank  assistance  plans,  which  included  capi¬ 
tal  forbearance  and  "family  farmer”  bankruptcy  as¬ 
sistance;  and  the  registration  and  regulation  of  govern¬ 
ment  securities  dealers  and  brokers. 

The  staff  actively  participated  in  various  interagency 
projects,  which  developed  legislation  to  amend  the  emer¬ 
gency  acquisition  authority  and  to  implement  the  recom¬ 
mendations  of  the  Task  Group  on  the  Regulation  of  Finan¬ 
cial  Services  (the  "Bush  Task  Group”).  Other  topics  which 
were  addressed  in  interagency  working  groups  were  pro¬ 
posed  amendments  to  the  federal  bank  regulators’  en¬ 
forcement  authority  and  the  Freedom  of  Information  Act. 
The  legislative  section  also  developed  a  number  of  items 
listed  in  the  OCC's  1986  legislative  program. 

As  counsel  to  the  Comptroller  in  agency  administrative 
actions,  the  legislative  attorneys  advised  the  Comptroller 
regarding  cease  and  desist  actions  and  requests  for  pub¬ 
lic  hearings  in  formal  administrative  proceedings,  as  well 
as  requests  for  hearings  in  informal  proceedings. 

The  regulatory  analysis  section  of  LRAD  identifies  laws, 
regulations,  policies,  and  supervisory  practices  which  are 
burdensome,  obsolete,  or  inconsistent  with  other  require¬ 
ments.  It  ensures  compliance  with  the  regulatory  review 


and  improvement  requirements  imposed  on  agencies  by 
the  Paperwork  Reduction  Act,  Executive  Order  12291,  Ex¬ 
ecutive  Order  12498,  the  Regulatory  Flexibility  Act,  and 
the  Financial  Regulation  Simplification  Act  Responsibili¬ 
ties  include  developing  measures  of  regulatory  costs  and 
benefits,  offering  alternatives  for  securing  regulatory  ob¬ 
jectives,  and  representing  the  OCC  before  the  Treasury 
Department  and  the  Office  of  Management  and  Budget 
(OMB)  in  order  to  secure  approval  for  regulatory  changes 
and  paperwork  matters. 

During  1986,  LRAD  offered  assistance  or  advice  in  the 
development  of  23  notices  which  appeared  in  the  Fed¬ 
eral  Register.  The  section  also  guided  the  preparation 
of  approximately  20  Paperwork  Reduction  Act  review  re¬ 
quests  (for  forms,  reports,  surveys,  rulemakings,  etc.)  and 
12  Executive  Order  12291  review  requests  (for  rulemak¬ 
ings  only). 

At  the  end  of  1986  there  were  approximately  25  rulemak¬ 
ings  under  development,  including  the  Corporate  Appli¬ 
cations  Review  and  Evaluation  (CARE)  Program  (12  C.F.R. 
5),  changes  in  the  current  public  disclosures  required  of 
national  banks  (12  C.F.R.  18),  and  risk-based  capital  re¬ 
quirements  (12  C.F.R.  3). 

In  addition  to  LRAD’s  ongoing  program  of  reviewing  each 
existing  and  proposed  regulation,  reporting  requirements, 
and  banking  issuances  from  a  cost/benefit  and  practical 
utility  standpoint,  this  section  prepares  the  annual  Infor¬ 
mation  Collection  Budget  and  the  Semiannual  Agenda 
of  Regulatory  Actions. 

LRAD  is  responsible  for  the  administration  of  OCC’s  Con¬ 
flict  of  Interest  Policies  and  the  Treasury  Department’s 
Minimum  Standards  of  Conduct.  In  this  connection, 
LRAD  reviews  all  Confidential  Statements  of  Employment 
and  Financial  Interest  filed  annually  by  Washington-based 
personnel.  LRAD  also  promotes  compliance  with  ethics 
standards  and  applicable  laws  by  educating  new  and  cur¬ 
rent  OCC  employees  in  this  area. 


Legislative  and  Public  Affairs 


Banking  Relations  Division 

The  Banking  Relations  Division  acts  as  liaison  with 
bankers,  state  bankers  associations,  banking  trade 
groups,  and  state  bank  supervisors. 

The  division  provides  analysis,  advice  and  counsel  to  the 
Comptroller  and  senior  policy  makers  and  is  responsi¬ 


ble  for  identifying  proposed  regulatory  and  industry  ac¬ 
tions  that  relate  to  Office  activities.  The  division  formu- 
ates  specific  approaches  for  ensuring  that  OCC’s  position 
is  presented  and  appropriate  information  is  disseminated 

The  division  recommends  new  policies,  concepts  and 
procedures  to  guide  OCC  in  its  relationship  with  the  bank 
ing  industry.  It  prepares  and  directs  the  preparation  of 
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a  broad  variety  of  briefing  materials  for  use  in  meetings 
with  OCC  officials  and  banking  industry  groups.  It  also 
assists  with  the  preparation  of  testimony  or  presentations 
for  the  Comptroller  and  senior  policy  makers. 

The  division  is  responsible  for  developing  and  maintain¬ 
ing  a  state- by- state  indepth  analysis  of  all  banking  legis¬ 
lative  initiatives  and  major  issues,  including  existing,  pro¬ 
posed  and  potential  legislation. 

Communications  Division 

The  Communications  Division  provides  information  and 
publications  services.  Information  services  include  press 
releases,  responses  to  press  inquiries,  general  inquiries 
relating  to  the  agency's  mission  and  requests  under  the 
Freedom  of  Information  and  Privacy  acts. 

The  Director  of  Communications  serves  as  liaison  be¬ 
tween  the  Comptroller  and  the  press.  News  releases  are 
issued  on  significant  OCC  actions  and  on  testimony  be¬ 
fore  Congress  by  the  Comptroller  and  the  OCC  staff. 

In  addition  to  producing  OCC  publications,  the  division 
also  maintains  subscription  lists  for  the  Comptroller's 
Manual  for  National  Banks,  various  examination  hand¬ 
books  and  major  publications.  The  division  issues  and 
maintains  banking  and  examining  issuances,  interpretive 
letters  and  administrative  directives.  In  addition,  the  divi¬ 
sion  produces  the  Quarterly  Journal,  the  newsletter  Su¬ 
pervisions  and  compiles  the  Daily  News  Digest. 

Under  authority  delegated  by  the  Comptroller,  the  divi¬ 
sion  is  responsible  for  making  initial  determinations  on 
requests  for  records  of  the  OCC  under  the  Freedom  of 
Information  Act  and  the  Privacy  Act  of  1974.  In  1986,  1,464 
such  requests  were  processed. 

Customer  and  Industry  Affairs  Division 

The  Customer  and  Industry  Affairs  Division  is  the  liaison 
between  the  OCC  and  bank  customer  groups,  as  well 
as  the  insurance,  real  estate,  securities,  and  other  non¬ 
bank  financial  industries.  The  division  provides  analysis, 
advice  and  counsel  to  the  Comptroller  and  senior  policy¬ 
makers  and  is  responsible  for  identifying  proposed 
regulatory  and  other  actions  that  relate  to  office  activi¬ 
ties.  The  division  recommends  new  policies,  concepts 
and  procedures  to  guide  the  OCC  in  its  relationship  with 
bank  customer  groups  and  the  nonbank  financial  indus- 
rr  es  It  maintains  a  monitoring  system  to  help  division  staff 
recognize  and  report  on  the  impact  of  external  environ¬ 
mental  factors/risks.  The  division  also  manages  the  OCC’s 
Community  Development  Corporation  (CDC)  program 
arid  coordinates  the  OCC's  consumer  affairs  activities 
O/itf  the  e/ception  of  consumer  complaints  which  are 
handled  by  the  Consumer  Activities  Division). 


During  1986,  the  division  continued  to  improve  the  lines 
of  communication  and  dialogue  between  the  OCC  and 
community,  consumer,  small  business,  insurance,  real  es¬ 
tate  and  securities  groups. 

The  division  planned  and  organized  a  meeting  with  34 
national  based  bank  customer  organizations  in  April 
1986.  The  meeting  was  held  as  part  of  the  office's  public 
outreach  responsibilities  to  identify  and  address  bank¬ 
ing  issues  of  concern  to  bank  customer  groups  regard¬ 
ing  federal  regulation  and  supervision  of  national  banks 
and  changes  in  the  financial  services  industry.  The  meet¬ 
ing  also  provided  an  opportunity  for  the  Comptroller  and 
senior  OCC  decisionmakers  to  have  a  direct  dialogue  with 
consumer,  community,  and  small  business  representa¬ 
tives  to  discuss  issues  of  concern  to  their  members.  A 
summary  of  the  meeting  was  published  and  distributed 
to  the  meeting  participants,  all  national  banks’  chief  ex¬ 
ecutive  officers  and  to  other  interested  parties. 

The  division  also  planned  and  organized  a  roundtable, 
“Opportunities  and  Issues  for  Banks  in  Affordable  Hous¬ 
ing."  The  objective  was  to  provide  a  forum  through  which 
innovative  affordable  housing  programs  involving  banks 
could  be  explained  and  analyzed  for  interested  bankers. 
Over  100  bankers  and  other  interested  parties  attended 
the  December  1986  roundtable.  A  summary  publication 
is  being  prepared  for  wide  distribution  to  the  industry  and 
other  interested  parties  early  in  1987. 

During  the  past  year,  the  division  significantly  enhanced 
the  OCC’s  Community  Development  Corporation  pro¬ 
gram  (CDC).  The  number  of  bank  inquiries  for  informa¬ 
tion  regarding  CDCs  increased  significantly.  Over  10  bank 
CDC  proposals  were  under  active  consideration  during 
the  year  and  four  banks'  investments  in  CDCs  were  ap¬ 
proved. 

Finally,  the  division  continued  to  provide  staff  support  to 
the  Comptroller  in  his  capacity  as  a  statutory  member 
of  the  board  of  directors  of  the  Neighborhood  Reinvest¬ 
ment  Corporation  (NRC)  and  continued  as  the  agency’s 
liaison  with  the  Department  of  the  Treasury  Consumer  Af¬ 
fairs  Council. 

Congressional  Liaison  Division 

The  Congressional  Liaison  Division  is  responsible  for  this 
Office’s  relations  with  Members  of  Congress,  Congres¬ 
sional  committees,  subcommittees,  and  staffers. 

The  division  provides  analysis,  advice,  and  counsel  to  the 
Comptroller  and  senior  OCC  policy  makers  on  Congres¬ 
sional  activities  which  affect  or  could  affect  the  OCC,  the 
national  banking  system,  or  the  financial  services  mar¬ 
ketplace.  It  also  offers  guidance  on  potential  Congres¬ 
sional  reaction  to  OCC  actions. 
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As  part  of  its  responsibilities,  the  division  maintains  regu¬ 
lar  contact  with  Members,  committees,  subcommittees, 
and  staffers  to  further  communication  and  understand¬ 
ing  and  to  ensure  that  OCC’s  interests  are  represented. 

The  division  is  the  focal  point  for  all  Congressional  in¬ 
quiries,  including  requests  for  testimony,  staff  studies,  or 


other  support.  It  assists  in  the  preparation  of  testimony, 
comments,  briefings,  and  staff  studies  relating  to  Congres¬ 
sional  actions,  as  well  as  responses  to  constituent  in¬ 
quiries. 

Finally,  the  division  provides  other  necessary  liaison  and 
information  services  relating  to  Congressional  and  legis¬ 
lative  matters. 
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Remarks  by  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the  Annual 
Convention  of  the  American  Bankers  Association,  San  Francisco,  California, 
October  27,  1986 


“The  Choice  Is  Yours  to  Make” 

When  the  American  Bankers  Association  held  its  annual 
convention  in  Los  Angeles  in  1926,  it  asked  the  promi¬ 
nent  local  banker  J.  Dabney  Day,  president  of  the  Citizens 
Bank,  to  speak  on  the  outlook  for  the  industry. 

Mr.  Day  told  the  convention  that  he  saw  three  major 
problems  for  the  industry  in  the  years  ahead.  The  first 
was  finding  ways  to  remain  profitable.  The  second  was 
the  spiraling  growth  of  consumer  debt.  And  the  third  was 
ensuring  that  Congress  would  support  the  Federal 
Reserve  System. 

Mr.  Day  was  more  of  a  visionary  than  he  realized.  Driven 
by  events  over  the  next  8  years,  not  only  would  Congress 
support  the  Federal  Reserve  System,  it  would  grant  the 
Fed  greater  powers.  In  60  years,  the  levels  to  which  con¬ 
sumer  debt  —  and  all  other  debt,  for  that  matter  — 
spiraled  would  have  been  unimaginable  to  anyone  in 
1926.  But  I  imagine  that  if  Mr.  Day  were  to  appear  here 
this  morning,  he  would  be  most  surprised  to  find  that  — 
60  years  later  —  his  prediction  that  one  of  banking’s  major 
challenges  would  be  finding  new  ways  to  enhance  profita¬ 
bility  remains  just  as  true  today  as  it  was  then. 

There  are  many  curious  parallels  between  American 
banking  in  1926  and  1986.  But,  unlike  the  bankers  at  the 
1926  convention,  today  you  can  have  a  far  clearer  pic¬ 
ture  of  what  the  future  will  be  like  for  American  banking. 
If  the  bankers  in  1926  had  been  able  to  see  just  a  few 
years  ahead,  they  would  have  seen  their  world  falling 
apart.  If  you  care  to  look  just  a  few  years  and  perhaps 
even  a  few  months  into  the  future,  you  can  see  the  finan¬ 
cial  world  coming  together  as  one,  integrated  market¬ 
place.  This  event  will  mark  the  shape  of  American  bank¬ 
ing  just  as  deeply  and  just  as  indelibly  as  the  events  of 
the  early  1930s  marked  banking  for  the  last  50  years. 

But,  again,  unlike  the  bankers  of  1926,  you  can  and  will 
determine  how  the  events  of  the  coming  months  and 
years  will  affect  you.  You  can  and  you  will  determine  the 
place  you  and  the  American  banking  system  will  have 
after  the  financial  world  truly  comes  together. 

If  you  will,  you  can  ensure  that  American  banking  is  a 
vital  and  vigorous  part  of  that  global  financial  market¬ 
place.  On  the  other  hand,  if  it  is  your  will,  you  can  keep 
America’s  banking  structure  entangled  in  a  legal  and  reg¬ 
ulatory  web  that  practically  assures  your  industry’s 
decline.  THE  CHOICE  IS  YOURS  TO  MAKE.  You  can 


either  shape  your  destiny  or  you  can  allow  it  to  be  shaped 
for  you  by  failing  to  respond  to  the  emerging  reality  of 
the  global  financial  marketplace. 

Several  years  ago,  my  friend  Charlie  learned  a  hard  les¬ 
son  about  the  need  to  adapt  to  changing  reality.  At  the 
time,  he  was  a  third-string  quarterback  on  a  football  team 
at  a  college  that  the  misfortune  of  playing  the  University 
of  Texas.  His  team  was  losing  56  to  0  in  the  fourth  quarter. 

The  first-string  quarterback  had  come  out  with  a  broken 
leg  and,  on  the  last  series  of  plays,  the  second-string  quar¬ 
terback  had  come  out  with  a  concussion.  So  Charlie  was 
sent  in  for  the  first  time  ever  in  a  varsity  game. 

The  coach  grabbed  him  and  said,  ‘‘Charlie,  we  have 
been  humiliated;  we  have  minus  six  yards;  we  have  fum¬ 
bled  four  times;  and  the  game  is  almost  over.  Don’t  do 
anything  flashy.  Just  get  in  there  and  on  the  first  down, 
slant  off  left  tackle.  On  the  second  down,  slant  off  right 
tackle.  On  the  third  down,  use  a  quarterback  sneak.  And 
on  the  fourth  down,  punt  the  ball  and  maybe,  just  maybe, 
we’ll  get  out  of  here  without  any  more  embarrassment.” 

Charlie  went  out.  The  team  had  the  ball  on  the  12-yard 
line  and,  on  the  first  play,  Charlie  slanted  off  left  tackle 
and  gained  22  yards.  Second  play,  Charlie  slanted  off 
right  tackle  and  gained  31  yards.  The  crowd  by  this  time 
was  getting  excited.  Third  down  and  Charlie  used  the 
quarterback  sneak  and  the  safety  barely  caught  him  from 
behind  on  the  3-yard  line.  The  crowd  was  going  wild. 
Fourth  down,  3  yards  to  go,  and  Charlie  punted  the  ball 
right  out  of  the  stadium. 

The  coach  went  into  hysterics  and,  when  Charlie  came 
running  off  the  field,  he  grabbed  him  by  the  shoulder 
pads,  shook  him,  and  said,  “Charlie,  what  could  you  have 
been  thinking  about  when  you  punted  that  ball?” 

Charlie  stood  very  tall,  looked  the  coach  right  in  the  eye, 
and  said,  “Sir,  I  was  thinking  you’re  the  dumbest  coach 
I  ever  played  for.” 

The  emerging  global  financial  marketplace  will  be  an  en¬ 
tirely  new  type  of  game  —  a  game  that  will  require  bank 
managers  to  adapt  the  plays  to  what's  happening  on  the 
field.  In  many  ways,  and  with  dizzying  speed,  we  are  ap¬ 
proaching  that  marketplace. 
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The  global  capital  market  is  a  reality.  Somewhere  around 
the  world,  24  hours  a  day,  a  major  international  financial 
market  center  is  open  and  transacting  business. 

Last  month,  the  Wall  Street  Journal  described  the  global 
market  in  this  way:  "Hundreds  of  billions  of  dollars  pour 
into  one  account  and  out  of  another  around  the  world, 
around  the  clock  ...  General  Motors  Corporation  pack¬ 
ages  car  loans  as  securities  and  sells  them  in  Europe  and 
Japan.  British  Telecommunications  PLC  offers  stock  in 
New  York  and  Tokyo.  The  Industrial  Bank  of  Japan  issues 
sterling  bonds  in  London.  Deutsche  Bank  Capital  Cor¬ 
poration  arranges  for  a  U.S.  company  to  issue  Euromark 
bonds  and  wraps  the  proceeds  into  dollars  with  Ameri¬ 
can,  Japanese,  West  German  and  French  banks  and 
companies.” 

This  globalization  brings  new  opportunities  but  it  also 
brings  new  risks.  Bank  managers  and  bank  supervisors 
will  need  additional  flexibility  to  deal  with  these  risks.  As 
a  bank  supervisor,  I  am  struck  by  the  ironic  situation  in 
which  my  colleagues  and  I  are  placed  —  too  much  regu¬ 
lation  domestically  and  perhaps  the  need  for  more  inter¬ 
nationally.  And  this  troubles  my  fellow  supervisors  in  other 
major  financial  centers.  I  have  just  returned  from  the  In¬ 
ternational  Conference  of  Bank  Supervisors  in  Amster¬ 
dam,  where  one  of  the  principal  areas  of  concern  was 
developing  more  uniform  capital  standards  in  order  to 
smooth  out  competitive  inequities  and  to  strengthen  con¬ 
fidence  in  financial  institutions. 

While  the  function  of  this  global  capital  market  is  already 
a  reality,  the  institutional  structure  —  the  form  it  will  take 
—  is  still  evolving.  Yet,  we  can  already  see  its  broad  out¬ 
lines  —  the  broad  outlines  of  internationalization. 

Just  a  few  short  hours  ago,  the  City  of  London  abandoned 
its  tradition  of  protectionism.  Widely  heralded  as  the  "Big 
Bang,"  fixed  commissions  disappeared  from  the  London 
Stock  exchange  and  the  barriers  between  stockbroker¬ 
ing,  market-making  and  banking  fell.  The  so-called  “Big 
Bang”  followed  action  the  stock  exchange  took  last 
March  as  its  first  step  into  the  rapidly  forming  international 
financial  world  The  London  Exchange  allowed  outsiders 
to  take  a  100  percent  ownership  position  in  member  firms. 
And  it  also  allowed  outsiders  to  establish  new  member 
firms  from  scratch.  As  a  result  of  these  changes,  Ameri¬ 
can  organizations  such  as  Citicorp  and  Security  Pacific 
have  already  bought  into  British  securities  firms. 

Half  a  world  away,  internationalization  proceeds  in  Japan. 
Over  the  last  year,  the  Japanese  provided  seats  on  the 
Tokyo  Stock  Exchange  to  nine  foreign  firms.  Applications 
from  other  non-Japanese  firms  soon  followed  —  as  did 
the  announcement  on  August  6  that  Sumitomo,  Japan’s 


most  profitable  commercial  bank,  the  third  largest  bank 
in  the  world,  agreed  to  buy  a  significant  stake  in  Gold¬ 
man  Sachs. 

The  former  U.S.  ambassador  to  Tokyo,  Edwin  0. 
Reischauer,  once  observed  that:  “No  other  major  coun¬ 
try  relied  as  heavily  as  Japan  on  resources  and  markets 
located  so  far  away  in  distant  areas  of  the  globe”.  “In  this 
sense,”  Reischauer  wrote,  “Japan  moved  in  twelve  de¬ 
cades  from  being  the  world's  most  isolated  country  to 
being  the  most  global.” 

As  a  leading  participant  in  the  global  financial  market, 
Japan  has  moved  a  lot  faster  than  that.  The  largest  bank¬ 
ing  company  in  the  world  is  Japanese.  Four  of  the  five 
largest  banking  companies  in  the  world  are  Japanese. 
Seven  of  the  10  —  and  14  of  the  25  —  largest  banking 
concerns  in  the  world  are  Japanese. 

Only  6  years  ago,  in  1980,  none  of  the  Japanese  banks 
were  among  the  largest  five  and  only  one  of  the  largest 
10  was  Japanese.  The  Japanese  banks  are  not  alone  in 
global  presence.  Of  the  10  largest  banks  in  the  world, 
two  are  French.  Of  the  largest  25,  nine  are  European. 

It  should  be  clear  to  you  that  I’m  not  here  today  to  con¬ 
demn  internationalization.  Rather,  I  simply  want  to  point 
out  to  you  that  it  is  a  reality,  and  that  there  is  no  way  to 
hide  from  it  or  to  insulate  yourselves  from  what  is  hap¬ 
pening.  The  effects  of  internationalization  will  trickle  down 
into  your  bread-and-butter  markets.  For  most  of  you,  it 
won't  come  through  the  fanfare  of  “GRAND  OPENINGS” 
by  institutions  moving  onto  Main  Street.  Instead,  it  will  take 
the  form  of  a  transformation  of  traditional  financial  ar¬ 
rangements. 

One  recent  example  of  what  such  a  transformation  will 
be  like  caught  my  attention.  Automobile  loans  have  tradi¬ 
tionally  been  a  large  part  of  many  of  your  banks’  busi¬ 
ness.  First  Boston  Corporation  has  just  sold  $4  billion  of 
securities  backed  by  car  loans  in  the  world  capital  mar¬ 
ket.  Those  car  loans  were  originated  by  another  large, 
non-bank,  competitor:  the  General  Motors  Acceptance 
Corporation.  The  First  Boston  offering  matched  the  lar¬ 
gest  offering  ever  in  the  world  capital  markets:  $4  billion 
in  Eurobonds.  First  Boston’s  offering  —  which  did  not  dis¬ 
criminate  between  domestic  and  internationalization  in¬ 
vestors  —  drives  the  point  home:  the  process  of  interna¬ 
tional  creates  a  whole  new  type  of  competition  —  world 
class  competition. 

My  concern  —  as  a  public  official  charged  with  maintain¬ 
ing  the  safety  and  soundness  of  the  American  banking 
system  —  is  to  ensure  that  our  banking  structure  en¬ 
hances  the  international  competitiveness  of  U.S.  banks 
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in  the  global  arena.  My  concern  is  to  ensure  that  our 
banking  structure  is  equipped  to  meet  the  competition. 

I  am  concerned  when  only  one  U.S.  bank  is  among  the 
world’s  largest  10.  I  am  concerned  that  our  banking  struc¬ 
ture  is  not  equipped  to  meet  the  competition  when  a 
major  Japanese  bank  can  propose  to  become  a  partner 
in  a  major  American  securities  firm  —  while  American 
banks  are  severely  limited  in  the  types  of  securities  ac¬ 
tivities  in  which  they  can  engage  here.  I  am  concerned 
that  our  banking  system  is  not  equipped  to  meet  the  com¬ 
petition  when  an  American  bank  can  do  things  in  Lon¬ 
don  or  Tokyo  that  it  is  prohibited  from  doing  in  the  Unit¬ 
ed  States. 

Twenty-five  years  ago,  a  speaker  at  an  earlier  A.B.A.  con¬ 
vention  held  here  in  San  Francisco  told  bankers:  “You 
can’t  do  today’s  job  with  yesterday’s  methods  and  hope 
to  be  in  business  tomorrow.” 

Yet  here  we  are  a  quarter  of  a  century  later,  and  many 
of  you  are  trying  to  do  just  that.  As  a  result,  our  banking 
system  hasn’t  the  equipment  —  or  the  flexibility  —  to  meet 
the  competition. 

One  sure  way  to  avoid  meeting  the  competition  is  to  ig¬ 
nore  its  potential.  In  1947,  Bell  Laboratories  invented  the 
transistor.  As  Peter  Drucker  relates  to  his  book,  Innova¬ 
tion  and  Entrepreneurship ,  the  company  at  once  realized 
that  the  transistor  was  going  to  replace  the  vacuum  tube, 
especially  in  consumer  electronics.  Yet,  nobody  did  any¬ 
thing  about  it.  The  leading  manufacturers  —  all  Ameri¬ 
can  —  began  to  make  plans  for  conversion  to  transistors 
sometime  around  1970. 

The  president  of  Sony  read  about  the  transistor  in  the 
newspaper.  He  came  to  the  United  States  and  bought 
a  license  for  the  transistor  from  Bell  Labs  for  $25,000.  Two 
years  later,  Sony  introduced  the  first  portable  transistor 
radio,  which  weighed  less  than  a  fifth  of  comparable  vacu¬ 
um  tube  radios  and  cost  less  than  a  third.  Three  years 
later,  Sony  had  won  the  market  for  inexpensive  radios  in 
the  United  States.  Five  years  later,  the  Japanese  had  cap¬ 
tured  the  radio  market  all  over  the  world.  As  a  genera¬ 
tion  of  U.S.  manufacturers  found  out,  if  you  choose  to  ig¬ 
nore  the  potential  competition  in  a  global  market,  you 
ignore  it  at  your  own  peril. 

I  am  a  conservative.  I  don’t  believe  in  change  for  change's 
sake.  And  I  know  that  most  of  you  take  a  conservative 
approach  to  your  business.  But,  as  a  conservative,  I  be¬ 
lieve  that  change  is  sometimes  necessary. 

Edmund  Burke,  the  eighteenth-century  founder  of 
modern  conservative  thought,  said  it  well  when  he  wrote: 


“Change  is  a  means  of  our  preservation."  Burke  also 
wrote  about  the  conditions  that  call  for  a  law’s  repeal. 
Burke  determined  that  a  law  should  be  repealed  when 
it  has  “substantial  faults  which  contradict  the  nature  and 
end  of  (the)  law  itself."  He  wrote  that  a  law  should  be 
repealed  when  these  faults  arise  "from  the  misapplica¬ 
tion  and  abuse  of  our  reason" 

U.S.  banks  operate  under  laws  that  contradict  the  end 
of  the  laws  themselves.  That  end,  that  purpose,  is  the  en¬ 
hancement  of  the  strength  and  stability  of  our  banking 
system.  Instead  of  making  our  banking  system  stronger, 
these  laws  make  it  weaker.  These  laws  constrain  U.S. 
banks  in  the  face  of  world  competition,  and  thus  they  are 
a  misapplication  and  abuse  or  our  reason.  For  Ameri¬ 
can  banking  to  be  preserved,  these  laws  must  be 
changed. 

In  light  of  the  global  competition,  we  must  ask  ourselves: 
what  does  it  take  to  be  competitive?  We  must  ask:  what 
kind  of  financial  structure  do  we  need?  We  must  ask:  what 
kind  of  regulatory  structure  do  we  need?  We  must  ask: 
is  there  a  place  in  the  financial  structure  for  institutions 
that  are  specialized  by  law  —  especially  if  these  institu¬ 
tions  are  favored  in  government  policy? 

Over  the  past  4  years  or  so,  the  American  Bankers  As¬ 
sociation  has  advocated  a  number  of  changes  that  are 
needed.  The  A.B.A.  has  called  for  equality  among  finan¬ 
cial  services  providers  in  terms  of  the  products  they  can 
offer.  The  A.B.A.  has  called  for  the  end  of  legal  and  reg¬ 
ulatory  distinctions  that  allow  your  competitors  to  offer 
securities,  insurance  and  real  estate  products  along  with 
banking  products  while  you  are  restricted  from  meeting 
this  competition  on  its  own  terms.  Yet,  the  A.B.A.’s  advoca¬ 
cy  on  your  part  has  been  and  continues  to  be  weakened 
by  lack  of  commitment,  distinterest,  and  even  outright  op¬ 
position  among  some  of  its  members. 

Your  place  and  the  place  of  the  American  banking  struc¬ 
ture  in  the  new  financial  world  that’s  coming  together  will, 
in  large  part,  be  determined  by  whether  and  how  soon 
the  changes  the  A.B.A.  seeks  on  the  part  of  bankers  are 
made.  Without  your  commitment,  your  interest,  and  your 
support,  those  changes  may  never  come.  Yet  —  if  you 
call  for  change  individually  and  as  an  industry  —  the 
changes  are  sure  to  come. 

They  are  sure  to  come  if  you  shift  your  tendency  to  look 
at  what  is  good  for  me,  today,  in  my  market  to  looking 
at  what  will  be  good  for  banking,  and  the  markets  you 
serve,  tomorrow. 

The  choice  is  yours  to  make. 
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Remarks  by  Ford  Barrett,  Assistant  Director,  Legislative  and  Regulatory 
Analysis  Division,  Third  Annual  Banks  in  Insurance  Conference, 
Cambridge,  Massachusetts,  November  6,  1986 


Let  me  begin  by  clarifying  that  any  opinions  I  might  ex¬ 
press  today  are  my  own  and  not  necessarily  those  of  the 
Comptroller  of  the  Currency. 

But  you  shouldn’t  interpret  that  disclaimer  as  the  har¬ 
binger  of  a  dull  speech.  If  I  can  transmit  anything  to  you 
today,  it  is  my  personal  sense  of  excitement  over  how  well 
banking  organizations  are  doing  in  providing  customers 
with  insurance  services.  True,  banks  and  bank  holding 
companies  are  still  severely  hamstrung  in  their  ability  to 
sell  and  underwrite  many  types  of  insurance,  but  there 
have  been  some  interesting  developments  within  the  last 
year  from  which  we  can  derive  encouragement. 

First,  I  will  discuss  some  recent  rulings  issued  by  the 
Comptroller’s  office,  then  move  on  to  Federal  Reserve  ac¬ 
tions  affecting  the  insurance  activities  of  bank  holding 
companies.  Toward  the  end  of  my  talk,  I  will  address  a 
matter  of  great  concern  to  the  insurance  industry:  whether 
the  Bank  Holding  Company  Act  as  interpreted  by  the 
Federal  Reserve  Board  should  determine  the  permissi¬ 
ble  activities  of  state  and  national  banks. 

OCC  Actions  Relating  to  Insurance 

Title  Insurance:  Acting  as  Agent 

During  the  past  year,  the  Comptroller’s  office  issued  two 
letter  rulings  of  particular  interest.  In  July,  the  staff  ap¬ 
proved  title  insurance  as  a  product  that  national  banks 
can  sell  as  agent.  In  a  10-page  opinion,  the  staff  conclud¬ 
ed  that  acting  as  agent  for  the  sale  of  title  insurance  is 
incidental  to  the  business  of  banking  under  Paragraph 
Seventh  of  12  U.S.C.  24  and,  in  addition,  incidental  to 
making  real  estate  loans,  which  national  banks  are  ex¬ 
pressly  authorized  to  make  by  12  U.S.C.  371. 

This  ruling  is  significant  for  two  reasons.  First,  it  represents 
a  significant  departure  from  the  widespread  belief  that 
national  banks  are  almost  completely  barred  by  statute 
and  court  decision  from  selling  insurance.  The  notion  that 
national  banks  can't  generally  act  as  insurance  agents, 
even  when  the  insurance  serves  to  protect  collateral  for 
a  loan,  derives  from  a  decision  by  the  U.S.  Court  of  Ap¬ 
peals  for  the  Fifth  Circuit  in  1967.  This  decision,  which 
•s  known  as  Saxon  v.  Georgia  Association  of  Indepen¬ 
dent  Insurance  Agents ,  held  that  because  Congress  in 
1916  expressly  authorized  national  banks  located  in  com¬ 
munities  of  less  than  5,000  persons  to  act  as  insur¬ 
ance  agent  for  any  type  of  insurance,  Congress  must 
have  intended  to  deny  that  power  to  national  banks  in 
fcwvns  of  more  than  5,000  The  court  also  held  that  sell¬ 


ing  insurance  to  protect  loan  collateral  is  not  incidental 
to  the  business  of  banking  even  when  done  in  conjunc¬ 
tion  with  making  the  loan. 

That  was  what  one  court  said  in  1967.  Nearly  20  years 
have  elapsed  since  then,  and  increasing  evidence  sug¬ 
gests  that  the  decision  is  losing  its  viability.  First,  the  U.S. 
Court  of  Appeals  for  the  D.C.  Circuit  held  in  1979  that  the 
incidental  powers  clause  of  12  U.S.C.  24  authorizes  na¬ 
tional  banks  in  any  size  community  to  act  as  agent 
for  the  sale  of  credit  life,  health  and  accident  insurance. 
The  court  distinguished  the  Saxon  v.  Georgia  Insurance 
Agents  case.  In  1984,  the  Eighth  Circuit  Court  of  Appeals 
further  undermined  the  Saxon  case  by  declaring,  “There 
is  a  strong  argument  that  Saxon  was  wrongly  decided.” 
The  First  Circuit’s  holding  in  Saxon  looks  particularly  out¬ 
moded  today  in  light  of  the  dramatically  increased  integra¬ 
tion  of  the  financial  services  industry. 

The  permissible  activities  of  a  national  bank  are  set  out 
in  the  National  Bank  Act.  In  addition  to  certain  enumer¬ 
ated  powers,  the  Act  permits  a  national  bank  to  engage 
in  the  'business  of  banking”  and  activities  “incidental” 
thereto.  The  “business  of  banking”  is  fluid  concept.  It 
does  not  confine  a  bank  to  only  those  activities  engaged 
in  by  banks  in  1864  when  the  Act  was  passed.  It  must 
be  evaluated  in  contemporary  terms,  which  means  ex¬ 
amining  the  behavior  of  competitors  of  banks  in  the  mar¬ 
ketplace  for  financial  services.  And  when  we  look  at  what 
is  actually  happening,  we  find  that  several  major  insur¬ 
ance  companies  not  only  are  providing  banking  services 
but  actually  own  banks. 

The  John  Hancock  Mutual  Life  Insurance  Company  is 
a  sterling  example.  For  more  than  a  century,  John  Han¬ 
cock  sold  life  and  health  insurance.  But  over  the  last 
several  years,  the  company  has  diversified  into  several 
services  recognized  as  banking:  pension  fund  manage¬ 
ment,  leasing,  financial  planning,  stock  brokerage, 
residential  mortgages  and,  just  recently,  consumer  bank¬ 
ing  services,  with  access  to  an  automated  teller  machine 
network  with  some  5,000  outlets  across  the  country.  The 
consumer  banking  services  are  provided  by  Hancock’s 
First  Signature  Bank  and  Trust  Company,  a  New  Hamp¬ 
shire  bank  that  recently  received  FDIC  insurance  cover¬ 
age  and  acceptance  into  the  Plus  System.  The  bank  in¬ 
tends  to  market  checking  and  savings  accounts,  IRA 
accounts  and  certificates  of  deposit  to  Hancock’s  seven 
million  policyholders.1 
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Two  other  large  insurance  companies,  Travelers  and 
Prudential,  each  own  a  bank.  Allstate  Insurance  Com¬ 
pany  is  owned  by  Sears,  Roebuck  &  Co.,  which  also  owns 
two  banks  and  a  thrift.  Sears  has  over  300  centers  na¬ 
tionwide  offering  financial  services  of  these  subsidiaries 
to  store  customers.  The  Hartford  Group  and  Kemper  are 
both  affiliated  with  savings  and  loan  associations.2 

With  banks  confronted  by  direct  competition  from  non¬ 
bank  providers  of  financial  services,  the  “business  of 
banking”  and  activities  “incidental”  thereto  must  include 
whatever  services  are  found  in  today’s  marketplace  for 
financial  services.  Put  more  plainly,  the  “business  of  bank¬ 
ing”  is  today  the  business  of  financial  services.  Insurance 
is  unquestionably  a  financial  service.  And  whereas  in  1916 
Comptroller  of  the  Currency  John  Skelton  Williams  felt 
compelled  to  seek  Congressional  authorization  for  nation¬ 
al  banks  in  small  communities  to  provide  insurance  ser¬ 
vices,  competitive  realities  70  years  later  persuade  me 
that  the  same  result  for  all  national  banks  can  be  reached 
administratively  through  a  contemporary  interpretation  of 
that  dynamic  concept,  the  “business  of  banking.”  The 
Comptroller’s  ruling  permitting  national  banks  to  act  as 
agents  for  the  sale  of  title  insurance  is  a  step  in  that 
direction. 

Our  ruling  permitting  national  banks  to  sell  title  insurance 
is  significant  for  a  second  reason:  the  Federal  Reserve 
Board  has  not  approved  this  activity  for  bank  holding 
companies.  Last  March,  the  Board  declared  that  selling 
title  insurance  is  not  closely  related  to  banking  as  required 
by  §  4(c)(8)  of  the  Bank  Holding  Company  Act.  The 
Board’s  ruling  notes  that  title  insurance  is  not  among  the 
seven  exemptions  in  Title  VI  of  the  1982  Garn-St  Germain 
legislation,  which  generally  prohibits  bank  holding  com¬ 
panies  from  providing  insurance  as  principal,  agent  or 
broker.  More  on  Title  VI  and  its  exceptions  in  a  few 
minutes. 

Title  Insurance:  Underwriting 

Having  decided  that  national  banks  can  act  as  agent  for 
the  sale  of  title  insurance,  the  Comptroller’s  office  is  now 
in  the  process  of  determining  whether  they  may  under¬ 
write  it.  A  subsidiary  of  Third  National  Bank  in  Nashville 
has  proposed  forming  its  own  insurance  company  to 
issue  title  insurance  policies.  Each  policy  will  be  reinsured 
with  a  larger  carrier  to  reduce  risk.  The  insurance  com¬ 
pany  intends  to  reinsure  its  policies  with  a  larger  carrier. 
No  decision  has  been  made  on  this  proposal,  but  it  is 

2See  generally,  American  Banker ,  Aug.  20,  1986;  Testimony  of  Frank 
A.  Rauscher  on  behalf  of  The  Consumer  Bankers  Association  before 
the  Subcomm  on  Fin.  Institutions,  Supervision  and  Ins.  of  the  House 
Comm,  on  Banking,  Finance  and  Urban  Affairs,  Sept  11,  1985,  pp 
6-7;  Financial  World,  Sept.  30,  1986,  p.  120. 


worth  noting  that  underwriting  title  insurance  is  not  a  new 
activity  for  commercial  banks.  Banks  and  trust  compa¬ 
nies  were  closely  associated  with  the  title  insurance  busi¬ 
ness  from  its  inception  in  the  19th  century  until  the 
Depression.  In  the  early  1970s,  the  Comptroller’s  office 
approved  the  provision  of  abstracting  services  as  a  law¬ 
ful  activity  for  at  least  one  national  bank.  As  recently  as 
1974,  the  Federal  Reserve  Board  approved  a  bank  hold¬ 
ing  company's  acquisition  of  a  Pennsylvania  state- 
chartered  bank  that  owned  a  title  insurance  company  with 
offices  in  three  states  and  agents  in  several  others. 

Assuming  that  the  Comptroller’s  office  were  willing  to 
reaffirm  the  right  of  national  banks  to  underwrite  title  in¬ 
surance,  the  next  question  is  whether  state  law  could  nul¬ 
lify  the  Comptroller’s  action.  Under  well  established  doc¬ 
trine,  state  law  must  usually  give  way  to  a  valid  Federal 
statutory  law,  regulation  or  interpretation.  In  this  case,  how¬ 
ever,  that  outcome  is  made  less  certain  by  the  McCarran- 
Ferguson  Act  which,  generally  speaking,  gives  to  the 
states  the  right  to  regulate  the  “business  of  insurance.” 
Initially,  one  must  wonder  whether  the  sale  or  underwrit¬ 
ing  of  any  type  of  insurance  authorized  to  a  national  bank 
is  truly  the  “business  of  insurance.”  It  would  just  as  plau¬ 
sibly  be  solely  the  “business  of  banking,”  especially  if 
the  Comptroller  so  finds  under  12  U.S.C.  24  (Seventh). 
If  that  were  the  case,  state  law  should  not  be  permitted 
to  block  a  national  bank  from  incorporating  an  insurance 
company  under  state  law.  It  is  possible  that  the  sale  or 
underwriting  of  a  particular  type  of  insurance  is  both  “the 
business  of  banking”  under  the  National  Bank  Act  and 
“the  business  of  insurance”  under  the  McCarran- 
Ferguson  Act. 

One  must  also  inquire  whether  the  relevant  state  law  is 
constitutional.  More  than  20  states  have  passed  legisla¬ 
tion  generally  prohibiting  lending  institutions  and  their  af¬ 
filiates  from  selling  insurance.  New  Jersey's  version  of  this 
legislation  was  declared  unconstitutional  in  1979  on  the 
ground  that  it  violated  the  equal  protection  clause  of  the 
14th  Amendment  to  the  U  S.  Constitution.3  In  Pennsylva¬ 
nia,  two  separate  lawsuits  are  now  challenging  similar 
state  statutes.4 

If  the  state  law  passes  constitutional  muster,  a  reconcilia¬ 
tion  of  state  and  federal  interests  may  be  necessary. 
Without  doubt,  ”[t]his  area  of  overlapping  state  and  fed- 


3ADA  Financial  Service  Corp  v.  New  Jersey,  416  A  2d  908  (N.J.  Super 
1979). 

^United  Services  Automobile  Ass'n  v  Muir,  792  F2d  356  (3d  Cir  1986) 
(reversing  district  court's  dismissal  of  a  suit  challenging  on  constitu¬ 
tional  grounds  the  state  insurance  department's  interpretation  of  Penn 
sylvama  law);  Central  Mortgage  Co  v  Pennsylvania,  514  A  2d  956  (Pa 
Commw  Ct  1986),  petition  for  reh'g  filed  on  constitutional  grounds 
(American  Banker,  Oct  2,  1986) 
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eral  regulation  requires  a  striking  of  a  delicate  balance,” 
one  federal  appellate  court  observed  in  1980. 5  With  a 
different  emphasis,  another  court  held  that  the  McCarran- 
rerguson  Act  is  to  be  narrowly  construed  in  the  face 
of  valid  federal  regulatory  interests:  accommodation  of 
federal  and  state  regulatory  interests  is  to  be  sought.”6 
n  that  spirit,  a  state  should  acknowledge  the  right  of  the 
Comptroller  of  the  Currency  to  authorize  a  national  bank 
(itself  a  federal  instrumentality)  to  engage  in  the  insurance 
business  as  agent  or  as  underwriter,  while  the  Comptrol¬ 
ler  should  acknowledge  the  state’s  right  to  regulate  the 
bank  s  day-to-day  operation  of  the  insurance  business. 

Progress  has  already  been  made  toward  this  accommo¬ 
dation  of  overlapping  interests.  In  1983,  the  Comptroller 
authorized  First  &  Merchants  National  Bank  (now  Sovran 
Bank,  N.A.)  to  establish  an  operating  subsidiary  to  un¬ 
derwrite  credit  life  insurance.  Although  federal  banking 
laws  severely  restrict  state  authorities  from  exercising 
visitorial  rights  over  national  banks7,  the  Comptroller  rea¬ 
soned  that  a  bank’s  operating  subsidiary  is  a  creature 
of  state  corporate  law  and  not  a  federal  instrumentality. 
Therefore,  the  Office  felt  there  should  be  no  objection  to 
allowing  state  officials  to  examine  the  subsidiary.  Indeed, 
the  Office  acknowledged  and  welcomed  the  expertise  of 
state  insurance  officials.  That  welcome  does  not  extend 
to  examining  the  bank,  however. 

One  more  word  on  title  insurance.  Last  August,  the  Comp¬ 
troller's  office  granted  approval  to  the  merger  of  Industri¬ 
al  Valley  Bank  &  Trust  Company  into  Fidelity  Bank,  N.A., 
Philadelphia,  on  the  condition  that  Industrial’s  stock  in 
a  title  insurance  company  and  its  subsidiaries  be  divest¬ 
ed.  However,  the  banks  offered  to  make  the  divestiture 
and,  in  any  event,  it  need  not  be  carried  out  for  3  years. 

I  definitely  do  not  interpret  our  action  on  this  application 
as  dispositive  on  whether  national  banks  can  underwrite 
title  insurance. 

Small  Town  Insurance  Agencies 

In  still  another  letter  ruling,  the  Comptroller’s  office  recent¬ 
ly  concluded  that  a  national  bank’s  general  insurance 
agency  in  a  community  of  less  than  5,000  persons  can 
market  insurance  to  existing  and  potential  customers 
regardless  of  where  they  are  located.  In  other  words, 
the  agency  is  not  confined  to  marketing  insurance  in  the 
small  town  but  can  do  so  wherever  buyers  can  be  found. 

This  ruling  was  issued  in  response  to  an  application  by 
C riited  States  National  Bank  of  Oregon  to  establish  a  sub- 
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sidiary  to  engage  in  the  general  insurance  agency  busi¬ 
ness  from  a  branch  in  Banks,  Oregon,  a  community  of 
less  than  5,000  persons. 

To  those  of  you  who  weren’t  aware  that  a  national  bank 
with  a  branch  in  a  town  of  less  than  5,000  could  operate 
a  general  insurance  agency  in  that  branch,  even  if  the 
bank's  main  office  is  located  in  a  community  exceeding 
5,000, 1  should  point  out  that  the  Comptroller’s  office  has 
permitted  this  for  some  time.  This  authority  is  embodied 
in  Interpretive  Ruling  7.7100,  which  has  been  in  the  Code 
of  Federal  Regulations  since  1971.  Thus,  our  recent  let¬ 
ter  ruling  is  significant  not  so  much  because  the  agency 
is  to  be  located  in  a  small  town  branch  but  because  the 
agency’s  marketing  efforts  are  unlimited  geographically. 

The  scope  of  small  town  insurance  operations  has  also 
been  getting  a  good  deal  of  attention  at  the  Federal 
Reserve.  For  many  years,  the  Fed’s  Regulation  Y  has  per¬ 
mitted  bank  holding  companies  to  engage  in  general  in¬ 
surance  agency  activities  in  towns  not  exceeding  5,000 
persons  provided  the  holding  company  has  its  principal 
place  of  banking  business  in  the  small  town.  In  1982, 
as  part  of  Title  VI  of  the  Garn-St  Germain  legislation,  the 
authority  for  the  small  town  insurance  agency  was  enact¬ 
ed  into  statutory  law  for  the  first  time.  But  the  statute  as 
passed  by  Congress  does  not  specifically  require  the 
holding  company’s  principal  place  of  banking  business 
to  be  in  the  small  town.  (Indeed,  the  statute  does  not  re¬ 
quire  the  holding  company  to  maintain  any  office  in 
the  town.)  Thus,  the  banking  industry  urged  the  Fed  at 
a  minimum  to  abandon  the  principal  place  of  banking 
business  requirement.  The  insurance  agents  urged  its 
retention,  arguing  that  the  Senate  Committee  Report  ac¬ 
companying  the  legislation  endorsed  the  principal  place 
of  banking  business  standard. 

The  Fed’s  governors  met  in  open  session  on  June  25  to 
resolve  this  and  other  questions  about  implementing  the 
provisions  of  Title  VI.  The  staff  recommended  eliminat¬ 
ing  the  principal  place  of  banking  business  test  and,  in 
addition,  felt  that  it  was  not  necessary  for  the  holding  com¬ 
pany  to  have  any  subsidiary  in  the  small  town.  Thus,  the 
Fed  staff  recommended  an  amendment  to  Regulation  Y 
that  would  permit  any  bank  holding  company,  regard¬ 
less  of  where  it  has  its  principal  place  of  banking  busi¬ 
ness,  to  engage  in  general  insurance  agency  activities 
in  any  town  not  having  a  population  exceeding  5,000, 
even  if  the  bank  holding  company  has  no  other  subisi- 
dary  in  the  town.  There  was  one  caveat,  however:  the  Fed 
staff  recommended  that  the  bank  holding  company  not 
be  allowed  to  solicit  insurance  sales  outside  the  confines 
of  the  small  town. 

The  Board  accepted  the  staff’s  recommendation  to  de¬ 
lete  the  principal  place  of  banking  business”  require- 
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ment  but  insisted  that  the  bank  holding  company  main¬ 
tain  "a  lending  office”  in  the  town.  Presumably,  this  could 
be  met  by  a  finance  company  or  mortgage  company 
office  in  the  small  town.  As  for  soliciting  insurance  sales 
outside  the  town,  the  Board  indicated  that  the  insurance 
agency  could  sell  insurance  to  persons  residing  outside 
the  community  who  initiate  the  transaction  at  the  agen¬ 
cy's  place  of  business  in  the  town.  The  Board's  view 
on  this  latter  question  is  found  in  its  commentary  accom¬ 
panying  the  regulation,  not  in  the  regulation  itself. 

The  Board's  decision  on  how  to  implement  the  small  town 
insurance  agency  provision  of  Title  VI  of  Garn-St  Germain 
—  known  as  "Exemption  C”  —  was  a  difficult  one.  The 
Board  was  confronted  with  a  statute  whose  literal  lan¬ 
guage  doesn’t  mesh  well  with  its  legislative  history. 
Perhaps  it  was  this  conundrum  that  caused  the  extraor¬ 
dinary  delay  in  publishing  the  final  regulation.  As  I  men¬ 
tioned,  the  Board  decided  this  and  other  matters  relat¬ 
ing  to  Title  VI  on  June  25,  but  the  regulation  did  not 
appear  in  the  Federal  Register  until  October  9.  If  the 
Board  anticipated  a  lawsuit  by  the  insurance  agents,  it 
was  quite  right,  for  that  suit  was  promptly  filed  and  is  now 
pending  before  the  U.S.  Court  of  Appeals  in  Washington. 

Ambac 

Let  me  now  say  a  word  about  Ambac.  As  many  of  you 
know,  the  Comptroller’s  office  last  year  concurred  in  Citi¬ 
bank’s  acquisition  of  Ambac  Indemnity  Corp.,  which  is¬ 
sues  "standby  credits”  —  a  form  of  insurance  —  to  back 
municipal  bonds.  The  Office  regards  these  standby 
credits  as  a  new  variant  of  the  traditional  bank  lending 
function.  Standby  credits  in  the  form  of  municipal  bond 
insurance  are  similar  to  many  of  the  lending  instruments 
employed  today  by  national  banks,  and  are  the  function¬ 
al  equivalent  of  standby  letters  of  credit,  which  have  long 
been  issued  in  support  of  municipal  bonds.  It  is  impor¬ 
tant  to  note  that  the  risk  undertaken  by  Ambac  is  a  credit 
risk  and  not  an  actuarial  or  insurance  risk.  Instead  of  judg¬ 
ing  the  risk  on  the  basis  of  the  law  of  large  numbers, 
Ambac  will  judge  the  creditworthiness  of  the  municipali¬ 
ty  issuing  the  bonds.  Moreover,  Ambac  will  be  issuing 
this  form  of  insurance  only  on  municipal  bonds  that  Citi¬ 
bank  could  purchase  for  its  own  account. 

Not  everyone  is  convinced  that  a  national  bank  should 
own  a  company  that  issues  standby  credits.  Shortly  after 
we  concurred  in  Citibank’s  acquisition  of  Ambac,  the 
American  Insurance  Association  and  the  Alliance  of 
American  Insurers  sued  the  Comptroller  in  the  U.S.  Dis¬ 
trict  Court  in  the  District  of  Columbia.  Citibank  was  al¬ 
lowed  to  intervene.  Last  December,  the  court  dismissed 
the  Alliance  of  American  Insurers  as  a  plaintiff  for  lack 
of  standing.  The  case  has  been  fully  briefed  for  some 


time,  but  no  oral  argument  has  been  scheduled. 

In  a  memorandum  supporting  its  motion  for  summary 
judgment,  the  remaining  plaintiff  makes  a  number  of  ar¬ 
guments  that,  if  the  court  decides  to  rule  upon  them, 
could  have  considerable  importance  for  both  banking  in 
general  and  for  national  banks.  One  of  the  plaintiff's  prin¬ 
cipal,  and  potentially  most  important,  arguments  is  that 
the  standards  of  the  Bank  Holding  Company  Act  should 
apply  to  determine  whether  Ambac’s  activities  are  per¬ 
missible  for  a  subsidiary  of  a  national  bank  owned  by  a 
bank  holding  company  regulated  by  the  Federal  Reserve 
Board.  Specifically,  the  plaintiff  argues  that  "The  Comp¬ 
troller  abused  his  discretion  and  exceeded  his  authority 
in  failing  to  condition  his  ruling  on  the  Federal  Reserve 
Board’s  resolution  of  a  substantial,  non-frivolous  issue 
under  the  Bank  Holding  Company  Act  of  1956.”  In  sup¬ 
port  of  this  view,  the  plaintiffs  argue  that  "the  Federal 
Reserve  Board  has  the  power  to  regulate  the  activities 
of  all  entities  within  a  bank  holding  company  complex.” 
In  addition  to  these  arguments,  the  plaintiff  also  asserts 
that  Ambac’s  activities  exceed  the  powers  of  a  national 
bank  under  the  National  Bank  Act  and  specifically  that 
they  violate  the  "no  guarantee’  rule  that  has  developed 
over  the  years  in  case  law.  Another  of  plaintiff’s  arguments 
is  that  the  establishment  of  the  operating  subsidiary  will 
violate  the  branching  restrictions  of  the  McFadden  Act. 
The  view  here  is  that  Ambac  is  engaged  in  a  form  of  lend¬ 
ing  which  under  the  McFadden  Act  can  take  place  only 
at  the  bank’s  main  office  or  an  authorized  branch.  The 
plaintiffs  contend  that  OCC’s  failure  to  so  limit  the  loca¬ 
tion  of  this  activity  is  sufficient  cause  for  the  court  to 
declare  OCC’s  approval  invalid.  On  this  particular  point, 

I  should  point  out  that  OCC  has  issued  a  branch  certifi¬ 
cate  for  the  new  operating  subsidiary. 

Leasing  of  Bank  Space  to  Insurance  Agents 

I’ll  conclude  the  discussion  of  the  Comptroller’s  actions 
relating  to  insurance  with  a  mention  of  our  1983  ruling 
confirming  that  national  banks  can  lease  space  on  a  per¬ 
centage  lease  to  insurance  agents. 

Since  you  are  undoubtedly  familiar  with  this  ruling,  I  won't 
go  into  in  any  detail  except  to  mention  that  the  ruling’s 
warnings  against  tie-ins  should  be  taken  seriously.  In  other 
words,  the  bank  should  not,  indeed  must  not,  condition 
the  granting  of  credit  or  other  services  on  the  customer's 
obtaining  insurance  coverage  from  the  on-premises  in¬ 
surance  agency.  Notwithstanding  this  stricture,  I  don’t 
think  there  is  anything  wrong  with  a  bank’s  keeping 
records  of  the  number  of  referrals  made  by  its  employees 
to  the  insurance  agency,  as  well  as  providing  incentive 
gifts  or  compensation  to  bank  employees  who  meet  or 
exceed  a  predetermined  level  of  referral  activity  The 
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Comptroller’s  office  already  expressly  permits  incentives 
of  a  limited  nature  for  bank  employees  who  sell  credit  life 
insurance.  Whether  it’s  selling  credit  life  or  making  refer¬ 
rals  to  an  in-house  insurance  agency  operated  by  in¬ 
dependent  agents  on  a  percentage  lease,  I  think  tying 
problems  will  be  less  likely  if  bank  management  warns 
its  employees  against  coercion  and  keeps  the  incentives 
at  a  moderate  level. 

Although  many  banks  have  leased  space  to  insurance 
agents,  some  have  encountered  opposition  from  state  offi¬ 
cials  on  the  use  of  a  percentage  lease.  California,  Ten¬ 
nessee  and,  most  recently,  Georgia  are  among  the  states 
that  have  tried  to  bar  the  percentage  lease.  Maine  has 
prohibited  it  by  statute.8  The  theory  seems  to  be  that  a 
lease  giving  the  bank  a  percentage  of  the  agency’s  gross 
commissions  or  income  violates  state  laws  prohibiting 
commission  splitting  and  rebates.  As  the  Comptroller’s 
office  explained  in  its  ruling  on  leasing  space  to  insur¬ 
ance  agents,  these  state  laws,  properly  interpreted,  have 
no  applicability  to  percentage  leases.  Indeed,  according 
to  press  reports,  percentage  leases  have  long  been  used 
by  companies  that  sell  travel  insurance  in  airport  termi¬ 
nals.  Beyond  this,  it  is  interesting  to  note  that  the  Florida 
Supreme  Court  last  June  declared  unconstitutional  two 
Florida  statutes  prohibiting  commission-splitting.9 
Although  the  case  did  not  involve  a  percentage  lease  and 
was  limited  to  an  interpretation  of  Florida  laws  under  the 
terms  of  Florida’s  constitution,  the  decision  serves  as  a 
warning  to  the  many  other  states  with  similar  laws  not  to 
give  these  statutes  an  expansive  reading. 

Federal  Reserve  Actions 

Now,  let  me  turn  to  selected  Federal  Reserve  actions  relat¬ 
ing  to  insurance. 

Regulation  Y  Amendments 

Earlier,  I  discussed  an  amendment  to  Federal  Reserve 
Regulation  Y  concerning  the  operation  by  a  bank  hold¬ 
ing  company  of  a  general  insurance  agency  in  a  town 
not  exceeding  5,000  persons.  And  I  mentioned  that  the 
amendment  was  published  in  the  Federal  Register  issue 
of  October  9.  A  substantial  number  of  other  changes 
relating  to  insurance  were  also  published  by  the  Board 
that  day,  and  I  have  described  some  of  them  in  your 
outline 

First  we  should  clarify  exactly  what  these  amendments 
to  Regulation  Y  are  designed  to  do.  In  a  nutshell,  they 
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implement  the  provisions  of  Title  VI  of  the  Garn  St- 
Germain  legislation  of  1982.  And  what  does  Title  VI  do? 
Title  VI  was  legislation  advanced  by  the  independent  in¬ 
surance  agents  to  prohibit  bank  holding  companies  and 
their  nonbank  subsidiaries  from  engaging  in  the  insur¬ 
ance  business  as  agent  or  as  underwriter.  However,  Title 
VI  contains  seven  exemptions  numbered  A  through  G, 
and  the  purpose  of  the  Fed’s  October  9  amendments  of 
Regulation  Y  was  to  implement  and  interpret  those  ex¬ 
emptions.  Because  time  is  limited,  I  will  discuss  only  two 
exemptions  here. 

Generally  speaking,  Exemption  A  permits  a  bank  hold¬ 
ing  company  to  act  as  agent  for,  and  underwrite  insur¬ 
ance  designed  to  repay  the  outstanding  balance  due  on 
an  extension  of  credit  by  BHC  or  its  subsidiaries  in  the 
event  of  the  death,  disability  or  involuntary  unemployment 
of  the  debtor.  Under  the  previous  version  of  Regulation 
Y,  this  meant  credit  life,  health  and  accident  insurance. 
In  the  amendment  adopted  on  October  9,  the  Fed  added 
home  mortgage  redemption  insurance  as  qualifying 
under  Exemption  A.  This  represented  a  reversal  of  a  po¬ 
sition  the  Fed  took  several  years  ago  when  it  turned  down 
applications  from  Bank  America  Corp  and  Seafirst  Corp. 
to  underwrite  this  type  of  insurance.10  A  second  signifi¬ 
cant  change  adopted  on  October  9  was  the  elimination 
of  a  longstanding  requirement  that  bank  holding  com¬ 
panies  wishing  to  engage  in  underwriting  credit  life  in¬ 
surance  show  a  public  benefit  such  as  reducing  the 
premium  below  the  maximum  permitted  by  state  regula¬ 
tion.  The  elimination  of  this  requirement  will  make  the  sale 
and  underwriting  of  this  kind  of  insurance  considerably 
more  profitable  to  bank  holding  companies  in  states  with 
high  rate  ceilings. 

Exemption  F  deserves  a  comment.  It  permits  small  bank 
holding  companies  —  those  with  total  consolidated  as¬ 
sets  of  $50  million  or  less  —  to  engage  in  any  insurance 
agency  activity  except  the  sale  of  life  insurance  and  an¬ 
nuities.  Unlike  Exemption  A,  the  insurance  does  not  have 
to  be  sold  in  conjunction  with  an  extension  of  credit.  In 
this  respect,  it  is  similar  to  Exemption  C.  But  in  Exemp¬ 
tion  F  the  emphasis  is  on  the  smallness  of  the  bank  hold¬ 
ing  company,  not  as  in  Exemption  C  on  the  smallness 
of  the  town  it  has  a  lending  office  in.  Thus,  a  small  bank 
holding  company  in  New  York  City  can  take  advantage 
of  this  exemption.  And  what  happens  when  its  quarterly 
report  shows  its  total  assets  exceeding  $50  million?  It  must 
cease  its  general  insurance  agency  activities  90  days  later 
and  look  to  one  of  the  other  exemptions. 


10Earlier  this  year,  the  Board  approved  this  activity  by  order  for  two  bank 
holding  companies.  Citicorp,  72  Fed.  Res.  Bull.  339  (1986)  and  Secu¬ 
rity  Pacific  Corp ,  72  Fed  Res  Bull  671  (1986) 
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Applicability  of  BHCA  §  4  to  Holding  Company  Banks 

The  final  topic  is  a  weighty  one,  especially  in  its  implica¬ 
tions  for  the  banking  system.  It  is  whether  the  “closely 
related  to  banking"  standard,  as  set  out  in  section  4  of 
the  Bank  Holding  Company  Act,  governs  the  permissi¬ 
ble  activities  of  a  bank  holding  company’s  state  and  na¬ 
tional  and/or  their  operating  subsidiaries.  If  indeed  sec¬ 
tion  4  does  apply,  the  Federal  Reserve  will  then  be  in  the 
business,  for  the  first  time,  of  determining  what  state  banks 
and  national  banks  can  do.  This  is  unlikely  to  go  over  well 
with  either  state  banking  commissioners,  who  are  ac¬ 
customed  to  having  such  things  determined  by  their  state 
legislatures,  or  with  the  Comptroller  of  the  Currency,  who 
has  traditionally  looked  to  the  National  Bank  Act  on  this 
subject.  Applying  the  Bank  Holding  Company  Act  to  the 
activities  of  holding  company  banks  would  go  a  long  way 
toward  putting  the  state  banking  commissioners  and  the 
Comptroller  of  the  Currency  out  of  business.  It  would 
shake  the  foundations  of  the  dual  banking  system. 

Until  recently,  the  Fed  has  not  tried  to  spearhead  any  ef¬ 
fort  to  apply  section  4  to  holding  company  banks,  even 
though  the  insurance  industry,  apparently  not  satisfied 
with  the  bargain  it  struck  in  Title  VI  of  the  Garn-St  Ger¬ 
main  legislation,  has  been  pressing  the  Fed  to  do  so.  But 
starting  in  January  1985  the  Fed,  concerned  about  a 
proliferation  of  new  state  laws  allowing  state  banks  to  en¬ 
gage  in  “risky"  activities,  especially  real  estate  develop¬ 
ment,  began  to  take  a  more  active  role.  In  seeking  pub¬ 
lic  comment  on  whether  bank  holding  companies  should 
be  permitted  to  engage  in  various  forms  of  real  estate 
investment,  the  Fed  served  notice  that  it  might  change 
its  historic  deference  to  the  states  in  the  field  of  powers 
exercisable  by  a  bank  holding  company's  state  banks 
and  their  subsidiaries.  The  unstated  implication  was  that 
the  Fed  could,  under  the  guise  of  interpreting  the  Bank 
Holding  Company  Act,  also  overrule  the  Comptroller  of 
the  Currency’s  conclusions  on  the  permissible  activities 
of  a  holding  company’s  national  banks  and  their  subsidi¬ 
aries.  The  rulemaking  in  which  the  Fed  raised  this  issue 
has  not  yet  been  completed,  but  senior  Fed  staff  mem¬ 
bers  indicate  that  a  resolution  is  close  at  hand. 

Any  doubt  about  the  outcome  should  be  dispelled  by  the 
Board’s  September  12  order  conditionally  approved 
Security  Pacific  Corporation’s  acquisition  of  Arizona  Banc- 
west  Corporation  and  its  bank  subsidiary,  The  Arizona 
Bank,  Phoenix,  Arizona.  The  bank,  through  a  subsidiary, 
has  engaged  in  certain  real  estate  investment  and  de¬ 
velopment  activities  authorized  for  state  banks  under  Ar¬ 
izona  law.  Coincidentally,  Security  Pacific  already  owns 
another  state  bank  in  California  that  has  been  doing  the 
same  type  of  thing  under  the  authority  of  California  law. 
In  both  cases,  the  real  estate  investments  were  structured 
as  general  partnerships  with  the  developer.  Evidently 


spotting  an  opportunity  to  knock  off  two  birds  with  one 
stone,  the  Board  conditioned  its  approval  of  Security  Pa¬ 
cific’s  Arizona  acquisition  on  the  divestiture,  within  two 
years,  of  the  real  estate  investments  of  both  The  Arizona 
Bank  and  the  California  bank.  In  the  process,  the  Board 
stated  clearly,  and  apparently  for  the  first  time  in  an  order, 
that  the  activities  of  a  subsidiary  of  a  holding  company 
bank  must  past  muster  under  section  4  of  the  Bank  Hold¬ 
ing  Company  Act. 

The  Board’s  position  runs  against  the  grain  found  in  a 
recent  Justice  Department  paper  entitled  “The  Status  of 
Federalism  in  America:  A  Report  of  the  Working  Group 
on  Federalism  of  the  Domestic  Policy  Council."  That 
paper,  presented  on  October  15  to  the  White  House 
Domestic  Policy  Counsel,  decries  “the  evisceration  of  fed¬ 
eralism  as  a  constitutional  and  political  principle  for  al¬ 
locating  governmental  power  between  the  States  and 
Washington.”  It  goes  on  to  assert  that  “States,  once  the 
hub  of  political  activity  and  the  very  source  of  our  politi¬ 
cal  tradition,  have  been  reduced  to  administrative  units 
of  the  national  government,  their  independent  political 
power  usurped  by  almost  two  centuries  of  centralization.’’ 
The  paper  concludes  with  numerous  proposals,  in  draft 
form,  for  righting  the  balance. 

While  it  is  true  that  the  Fed  is  an  independent  agency, 
the  Justice  Department’s  views  should  make  us  pause 
whenever  considering  an  action  affecting  our  “dual  bank¬ 
ing  system.”  This  system  has  for  more  than  100  years 
operated  as  a  check  on  government  power,  both  state 
and  federal.  By  allowing  the  states  to  charter  their  own 
banks,  determine  the  banks’  powers  and  investments  and 
participate  in  the  banks’  regulation,  the  dual  banking  sys¬ 
tem  has  generated  a  tension  that  fosters  innovation  in 
both  the  state  and  federal  arena.  No  one,  especially  the 
Comptroller’s  office,  can  deny  that  dealing  with  the  states 
is  exasperating  at  times.  But  we  must  think  carefully  be¬ 
fore  we  effect  major  changes,  either  by  legislation  or  by 
administrative  interpretation,  in  a  system  that  has  worked 
reasonably  well  since  passage  of  the  National  Bank  Act 
in  1864. 

In  my  view,  the  Board’s  seemingly  definitive  statement 
of  September  12  in  the  Security  Pacific  case  on  the  per¬ 
missible  activities  of  subsidiaries  of  state  banks  is  regret¬ 
table.  Though  the  current  Comptroller  has  not  publicly 
articulated  a  position  on  this  issue,  his  predecessor,  C.T. 
Conover,  told  the  Board  with  some  emphasis  on  March 
1985  that  “an  attempt  by  the  Board  to  extend  its  jurisdic¬ 
tion  to  these  entities  will  exceed  the  authority  given  to  it 
by  Congress.  Moreover,  it  will  trespass  on  the  responsi¬ 
bilities  of  state  banking  authorities  and  state  legislatures” 
With  respect  to  national  banks  owned  by  bank  holding 
companies,  Mr.  Conover  said 
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The  OCC  is  the  sole  regulatory  agency  authorized 
by  Congress  to  determine  the  permissible  activities 
of  national  banks  and  their  subsidiaries.  The  Comp¬ 
troller's  judgment  and  expertise  as  to  such  matters 
is  not  subject  to  review  or  veto  by  the  Federal 
Reserve.  The  legislative  history  of  the  BHCA  itself 
reaffirms  Congress'  intention  to  limit  the  Board’s  juris¬ 
diction  to  holding  companies  and  their  nonbank  sub¬ 
sidiaries. 

The  question  whether  the  Federal  Reserve  can  use  the 

Bank  Holding  Company  Act  to  determine  the  permissi¬ 


ble  activities  of  a  holding  company’s  state  and  national 
banks  and  their  subsidiaries  will  continue  to  arise  in  ap¬ 
plications  presented  to  the  Board.  Rainier  Bancorpora- 
tion  of  Seattle  presently  has  pending  at  the  Board  an  ap¬ 
plication  raising  this  issue.  Rainier  wants  to  acquire  United 
Bank,  a  state-chartered  stock  savings  bank  in  Tacoma 
that  is  permitted  by  state  law  to  make  any  real  estate  in¬ 
vestment  up  to  20  percent  of  capital.  The  United  Bank 
is  also  permitted  by  state  law  to  invest  in  the  preferred 
stock  and  interest-bearing  obligations  of  corporations  en¬ 
gaged  in  a  wide  range  of  business.  It  will  be  interesting 
to  see  how  the  Fed  handles  this  application. 


Remarks  by  Robert  L.  Clarke,  Comptroller  of  the  Currency,  before  the 
Houston  Rotary  Club,  Houston,  Texas,  November  13,  1986 


Not  too  long  ago,  a  friend  of  mine  told  me  about  an  ac¬ 
quaintance  of  his  in  the  Midwest  who  felt  under  the 
weather  for  several  weeks  and  decided  to  go  to  a  doctor. 
The  doctor  ran  a  battery  of  tests  and  told  the  man  to  come 
back  in  two  days  for  the  results.  When  he  returned,  the 
doctor  took  him  to  his  office  and  told  him  he  had  some 
bad  news.  The  doctor  said:  “I’m  sorry  but  you  only  have 
6  months  to  live.”  The  man  set  for  several  minutes  in 
shocked  silence  and  finally  took  control  of  himself.  "Doc¬ 
tor,”  he  said,  "isn’t  there  anything  at  all  I  can  do?"  The 
doctor  though  for  a  moment  and  then  said:  "Yes.  You  can 
move  to  Texas  and  buy  a  bank."  "I  don’t  understand," 
the  man  said,  "you  mean  that’s  going  to  make  me  live 
longer9  "No,"  the  doctor  said,  "but  it  will  sure  make  it 
seem  longer" 

For  many  bankers  in  Texas,  the  last  2  years  or  so  have 
seemed  like  a  lifetime.  As  a  federal  bank  supervisor 
charged  with  maintaining  the  safety  and  stability  of  our 
banking  system,  I  am  concerned  that  other  bankers 
throughout  the  country  may  in  the  future  be  faced  with 
a  similar  experience.  If  left  unchanged,  the  structure  of 
laws  and  regulations  that  form  banking  policy  in  the  Unit¬ 
ed  States  practically  ensures  that  banking  will  decline. 
For  the  past  several  years,  we  have  engaged  in  a  great 
debate  on  what  the  changes  in  banking  policy  in  this 
country  should  be.  This  debate  has  been  carried  on  as 
(  the  events  going  on  in  the  world  all  around  us  didn’t 
matter. 

he  last  time  we  had  any  substantive  federal  banking 
legislation  was  in  1982.  That  legislation  —  the  Garn-St 
Germain  Act  —  permitted  banks  to  create  a  new  type  of 
deposit  that  was  competitive  with  money  market  mutual 
funds  and  set  a  schedule  for  the  removal  of  interest  rate 
ceiimgs  on  deposits.  The  purpose  of  that  legislation  was 


to  make  the  banking  system  healthier.  However,  since  that 
law  was  passed,  we  have  had: 

•  Two  years  of  post-Depression  record  bank  failures. 

•  A  dramatic  loss  of  market  share  by  banks  to  non¬ 
bank  competitors. 

•  A  continued  downward  spiral  of  bank  profitability. 

•  And  continued  restriction  in  interstate  banking  and 
branching  laws  and  regulations  that  increase  the 
difficulty  of  resolving  failing  bank  problems. 

And  yet,  late  last  month,  Congress  left  town  without  tak¬ 
ing  action  on  any  of  the  pending  banking  legislation  that 
would  address  these  problems. 

The  lawmakers'  inaction  reminds  me  of  a  "Peanuts"  car¬ 
toon  not  too  long  ago  where  Lucy  was  using  metaphor 
to  explain  life  to  Charlie  Brown.  She  said:  "Charlie,  on 
the  great  oceans  there  are  large  ships  that  carry  many 
passengers.  On  each  ship  there  is  a  sundeck,  and  on 
that  sundeck  the  passengers  arrange  their  deck  chairs. 
Some  place  them  forward  so  they  can  see  where  they 
are  going.  Some  place  them  facing  backwards  so  they 
can  see  where  they  have  been.  Now,  Charlie,  on  the  great 
ship  of  life,  which  way  will  you  face  your  deck  chair,  for¬ 
wards  or  backward?"  To  which  Charlie  replied:  "I  can’t 
even  get  mine  unfolded." 

When  it  comes  to  banking  legislation,  Congress  cannot 
seem  to  get  unfolded.  I  hope,  however,  that  we  are  about 
to  come  to  our  senses  —  we  are  about  to  recognize  some 
of  the  dangers  in  the  world  around  us  —  and  that  our 
lawmakers  will  recognize  what  is  at  stake.  Nothing  drives 
those  dangers  home  to  us  as  well  as  the  Texas  banking 
experience  over  the  last  2  years  or  so  —  an  experience 
in  which  many  of  you  have  been  participants. 
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Five  years  ago,  Texas  banks  were  considered  among  the 
strongest  in  the  nation.  Their  earnings  were  consistently 
high.  Their  management  consistently  won  applause  from 
bank  analysts.  And  from  their  earnings  they  built  a  strong 
capital  base  —  which  was  fortunate  considering  what  the 
future  had  in  store. 

In  retrospect  it  is  easy  to  account  for  the  tremendous  per¬ 
formance  of  Texas  banks.  It  rested  firmly  on  boom  times 
for  the  Texas  economy  as  a  whole.  In  the  1970s,  the  un¬ 
employment  rate  in  this  state  was  among  the  lowest  in 
the  nation,  even  while  the  state  grew  a  mind-boggling  27 
percent  in  population.  In  part,  this  reflected  one  of  the 
country's  highest  rates  of  new  business  formation  and, 
thus,  stunningly  high  numbers  of  new  jobs.  I  lived 
throughout  the  heady  1970s  here  in  Houston  and  I  saw 
with  all  of  you  the  metropolitan  area  absorb  more  than 
900,000  people  in  that  decade.  I  saw  the  Houston  econ¬ 
omy  create  almost  700,000  new  jobs. 

Fueling  that  boom  was  oil  and  gas  production.  While 
petroleum  production  here  went  down  slightly  in  the 
1970s,  the  value  of  oil  increased  five  times  and  the  value 
of  gas  went  up  ten  times.  Both  of  these  commodity  value 
increases  created  capital  that  financed  the  state's  awe¬ 
some  industrial  and  urban  expansion.  The  banks  here 
benefitted  from  that  expansion  and  were  battered  by  the 
following  bust. 

What  was  the  lesson  for  banking  to  be  learned  from  the 
whole  experience?  One  hard  lesson  is  that  the  banks  in 
Texas  generally  followed  Mark  Twain’s  advice:  They  put 
all  of  their  eggs  in  one  basket,  and  then  watched  that 
basket.  They  put  all  of  their  eggs  in  the  basket  of  the  Texas 
economy.  Then  they  watched  that  basket  fall  and  fall  and 
fall. 

They  concentrated  their  resources  in  lending  to  the  ener¬ 
gy,  real  estate  and  agricultural  sectors  —  all  three  of  which 
soured  around  the  same  time. 

Texas  banks  are  far  from  being  alone  in  their  problems. 
Throughout  the  heartland  of  the  country,  other  banks  are 
suffering,  too.  Just  last  week,  the  number  of  bank  failures 
set  a  post-Depression  record:  125  in  one  year,  including 
those  receiving  open-bank  assistance.  Last  year’s  level 
of  120  was  also  a  post-Depression  record.  The  number 
of  failures  is  likely  to  reach  150  this  year  and  is  unlikely 
to  subside  next  year. 

While  these  figures  are  startling  when  compared  to  those 
of  just  a  few  years  ago,  it’s  important  to  put  these  failures 
in  perspective.  As  Mark  Twain  said  when  he  heard  his 
first  Wagner  opera:  “It’s  not  as  bad  as  it  sounds." 


The  institutions  that  have  been  closed  represent  only  a 
minute  fraction  of  the  15,000  in  the  system  —  about  0.8 
percent.  The  institutions  that  have  failed  this  year  held 
only  about  0.2  percent  of  the  $2.77  trillion  in  assets  con¬ 
trolled  by  all  commercial  banks. 

But  even  though  the  figures  may  not  be  as  bad  as  they 
first  sound,  they  do  add  up  to  some  very  important  con¬ 
clusions.  Nearly  half  of  these  failing  institutions  were  farm 
banks.  And  many  more  were  located  in  the  energy  belt. 
Most  had  one  common  characteristic:  they  concentrat¬ 
ed  their  businesses  in  lending  and,  furthermore,  in  lend¬ 
ing  to  the  local  economy.  In  addition,  farm  and  energy 
bankers  had  long  ago  fallen  into  the  habit  of  relying  on 
the  increasing  prices  of  the  commodities  those  econo¬ 
mies  produced  as  the  source  of  their  income  growth. 

Today,  about  one  out  of  every  five  national  banks  requires 
special  supervision  by  our  office.  These  banks  generally 
are  heavily  concentrated  in  lending  to  the  local  econo¬ 
mies.  Some  of  that  concentration  was  avoidable  —  a  mat¬ 
ter  of  managerial  judgment  —  and  the  managers  judged 
wrong. 

But  a  good  deal  of  it  was  avoidable.  The  legal  and  regu¬ 
latory  framework  for  banking  in  this  country  not  only  en¬ 
courages  such  concentration,  it  leaves  bankers  very  lit¬ 
tle  choice  other  than  to  place  their  assets  in  the  form  of 
loans  to  local  enterprises  —  for  richer  or  poorer,  in  sick¬ 
ness  and  in  health. 

The  banks  here  in  Texas  found  that  a  local  economy  can 
swing  from  rich  to  poor,  from  health  to  sickness,  real  fast. 
And  this  isn’t  to  say  that  the  pendulum  won’t  swing  back. 
Ten  years  ago,  when  the  banks  in  Texas  were  racking  up 
record  growth  and  profit,  banks  in  Boston,  New  York  and 
Atlanta  had  major  problems  of  their  own.  Today,  the  banks 
in  those  three  cities  are  among  the  strongest  in  the  nation. 

I  am  sure  the  banks  in  Texas  will  rebound,  just  as  the 
banks  in  the  East  rebounded,  once  they  work  through 
their  problems.  Federal  regulators  are  trying  to  help  Texas 
banks  work  through  these  problems.  We  have  instituted 
a  policy  of  capital  forbearance,  which  allows  agricultural 
and  energy  banks  to  operate  for  a  while  at  lower  levels 
of  capital  while  they  restructure  their  portfolios.  We  have 
encouraged  the  use  of  approved  accounting  principles 
to  restructure  loans.  And  we  have  modified  our  supervi¬ 
sory  approach  to  problem  banks  and  problems  within 
banks  in  recognition  of  the  fact  that  it  takes  longer  than 
overnight  to  turn  around  a  troubled  institution. 

I’d  like  to  stress  that  we  are  looking  for  results,  not  con¬ 
frontation,  in  our  supervision  of  problem  institutions. 
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What  can  banks,  troubled  or  otherwise,  do  to  help  them¬ 
selves9  The  key,  I  believe,  is  strengthening  overall  dis¬ 
cipline.  First,  by  returning  to  the  basic  rules  that  should 
govern  credit  administration.  Never  have  the  longstand¬ 
ing  principles  of  good  lending  been  so  important  as  they 
are  today.  Second,  by  increasing  director  involvement  in 
charting  the  overall  direction  of  the  institution.  Directors 
can  provide  a  more  detached  check  on  the  natural  in¬ 
stinct  of  bankers  to  reach  for  ever  increasing  growth. 
Third,  and  especially  important,  by  increasing  the  quali¬ 
ty  of  management.  The  lessons  that  we  have  learned  from 
post  modems  that  have  been  done  on  failed  banks  are 
that  —  next  to  fraud  and  insider  abuse  —  most  banks 
that  failed  did  so  because  management  simply  did  not 
have  a  firm  control  on  the  risks  the  bank  was  taking.  And 
foudh,  by  instituting  and  increasing  systems  of  internal 
supervision. 

There  is  also  another  way  that  banks  can  help  them¬ 
selves:  by  diversifying. 

The  first  four  steps  are  simple,  operational  remedies  for 
managerial  problems  —  the  same  sods  of  things  any  of 
you  as  business  people  would  do.  The  last,  the  need  for 
diversification,  is  something  you  would  do  too,  if  you  saw 
your  markets  disappearing.  But  if  you’re  a  banker,  it  is 
easier  said  than  done,  because  banks  are  subject  to  re¬ 
strictive  laws  and  regulations  which  were  enacted  in  the 
first  third  of  the  century  when  banking  was  an  entirely 
different  business.  These  laws  and  regulations  create  a 
structural  weakness  that  presently  plagues  all  of  banking. 

As  recent  experience  here  in  Texas  shows  so  well,  con¬ 
centration  —  in  an  economic  sector,  in  a  type  of  service, 
in  a  geographic  area  —  is  a  risky  business.  Unfodunate- 
ly,  the  present  legal  and  regulatory  policy  toward  bank¬ 
ing  in  this  country  forces  banks  to  offer  customers  only 
a  limited  range  of  services,  and  offer  them  in  limited  ge¬ 
ographic  areas.  Why? 

Purpodedly  to  reduce  the  amount  of  risk  to  the  banking 
system'  The  people  who  created  those  restrictions  50-odd 
years  ago  reasoned  that  the  less  bankers  could  do,  the 
less  they  could  do  wrong'  Carrying  that  reasoning  to  its 
extreme  one  could  argue  that  bankers  shouldn’t  have 
been  allowed  to  do  anything  —  in  that  way  there  would 
be  no  risk  to  the  banking  system  at  all! 

Even  so,  the  limitations  placed  on  banking  were  severe 
enough  For  many  decades,  however,  these  restrictions 
didn  t  matter  too  much.  There  wasn't  much  competition 
in  fTe  financial  services  field  But  more  impodantly,  after 
Wor'd  War  II,  the  U  S.  economy  boomed  at  such  a  fan- 
*a-/c  rate,  with  a  temporary  slowdown  here  and  there, 
that  just  about  everyone's  boat  was  lifted 


Sectoral  slowdowns  were  rare  enough,  and  isolated 
enough,  and  mild  enough,  that  the  concentration  and  the 
risks  inherent  in  banking  that  were  imposed  by  our  pub¬ 
lic  policy  weren’t  apparent  in  practice  —  and  no  one  but 
economists  cared  about  theory.  Both  of  those  conditions 
—  competition  and  the  economy  booming  across  the 
board  —  have  changed  drastically. 

The  economic  change  I  don't  have  to  describe  to  you. 
But  a  few  statistics  illustrating  the  competition  in  the  finan¬ 
cial  world  may  come  as  a  surprise. 

In  the  late  1970s,  money  market  mutual  funds  sponsored 
by  securities  firms  took  off.  In  effect,  the  securities  firms 
provided  the  functional  equivalent  of  interest-bearing 
checking  accounts  to  their  customers.  By  combining  the 
transaction  services  of  money  market  mutual  funds  with 
other  credit  and  asset  management  services,  Merrill 
Lynch  alone  garnered  more  than  $27  billion  in  funds  as¬ 
sociated  with  its  Cash  Management  Account  and  an  ad¬ 
ditional  $16  billion  in  other  retail  money  market  funds.  If 
Merrill  Lynch  were  a  bank,  based  on  its  CMA  money  fund 
balances  alone,  it  would  be  the  nation's  11th  largest. 

The  development  of  products  such  as  the  CMA  is  obvi¬ 
ously  good  for  consumers  —  and  it  is  a  product  that  con¬ 
sumers  want  —  but  it  does  signal  the  extent  to  which  tradi¬ 
tional  banking  markets  are  being  eroded  by  the  securities 
industry. 

Similarly,  the  spectacular  growth  of  the  commercial  paper 
market  has  severely  reduced  the  share  of  short-term  com¬ 
mercial  credit  held  by  commercial  banks.  From  1975  to 
1985,  commercial  paper  outstanding  grew  at  an  annual 
rate  of  22  percent.  Over  the  same  period,  bank  corporate 
lending  grew  at  a  12  percent  annual  rate.  What  was  the 
result?  In  1975,  commercial  banks  held  79  percent  of  the 
credit  extended  to  nonfinancial  domestic  corporations. 
By  1985,  commercial  banks  held  only  about  68  percent. 

You  all  know  how  active  Sears  is  in  the  financial  services 
arena.  But  did  you  know  that  financial  services  are  the 
biggest  profit  maker  for  the  General  Electric  Company? 
And  that  the  automobile  manufacturers  have  virtually 
eliminated  the  banks  from  the  car  loan  market? 

Consumers  —  the  people  who  benefit  from  competition 
—  favor  the  entrance  of  nontraditional  players  in  the  finan¬ 
cial  services  arena.  In  its  annual  public  opinion  survey 
of  consumer  attitudes,  the  American  Banker  newspaper 
found  that  a  big  change  occurred  over  the  last  year  in 
the  public’s  acceptance  of  nonbank  entry  in  the  bank¬ 
ing  field. 

When  asked,  "How  good  is  it  for  consumers  if  compa¬ 
nies  other  than  banks  get  into  the  banking  business?," 
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23  percent  of  the  respondents  replied  “very  good."  In 
its  survey  one  year  before,  the  newspaper  found  that  only 
10  percent  of  the  respondents  thought  that  it  was  very 
good  for  consumers  if  other  businesses  entered  banking. 

In  our  great  debate  over  banking  policy  the  last  several 
years,  we  have  argued  again  and  again  the  question: 
“What  should  banks  be  allowed  to  do?”  The  only  rea¬ 
son  there  is  any  doubt  about  it  are  two  unique  aspects 
of  banks  —  their  deposits  are  federally  insured  and  they 
provide  access  to  the  payments  system.  The  concern 
about  the  safety  of  the  banking  system  is  well  founded 
but  the  focus  on  safety  gets  in  the  way  of  the  sad  reality 
that  this  concern  for  safety  has  promoted  a  system  of  laws 
and  regulations  that,  in  fact,  weakens  the  industry  it  seeks 
to  protect. 

As  the  debate  has  continued,  our  banking  system  has 
grown  weaker.  Oblivious  to  the  danger,  we’ve  carried  on 
this  debate  about  safety  as  if  the  world  around  us  would 
stand  still  until  that  question  was  resolved.  Of  course,  the 
world  never  stands  still. 

In  the  last  2  years  we’ve  seen  a  global  financial  market¬ 
place  emerging  —  a  marketplace  where  hundreds  of  bil¬ 
lions  of  dollars  pour  into  one  account  and  out  of  another 
around  the  world,  around  the  clock.  Somewhere  around 
the  world,  24  hours  a  day,  a  major  international  financial 
market  center  is  open  and  transacting  business. 

The  British  have  recognized  the  emergence  of  this  global 
marketplace  and  have  acted  to  insure  that  London  is  a 
part  of  it.  Just  2  weeks  ago,  the  barriers  among  stock¬ 
brokering,  market-making  and  banking  fell  in  Britain,  and 
fixed  commissions  disappeared  from  the  London  Stock 
Exchange. 

Half  a  world  way,  the  Japanese  over  the  last  year  have 
provided  seats  on  the  Tokyo  Stock  Exchange  to  nine  for¬ 
eign  firms.  Applications  from  other  non-Japanese  firms 
soon  followed  as  did  the  announcement  on  August  6  that 
Sumitomo,  Japan’s  most  profitable  commercial  bank,  the 
third  largest  bank  in  the  world,  agreed  to  buy  a  signifi¬ 
cant  stake  in  the  U.S.  securities  firm  Goldman  Sachs. 

As  a  leading  participant  in  the  global  financial  market, 
Japan  has  moved  fast.  The  largest  banking  company  in 
the  world  is  Japanese.  Four  of  the  five  largest  banking 
companies  in  the  world  are  Japanese.  Seven  of  the  10 

—  and  14  of  the  25  —  largest  banking  concerns  in  the 
world  are  Japanese.  Only  six  years  ago  —  in  1980  — 
none  of  the  Japanese  banks  were  among  the  largest  five 

—  and  only  one  of  the  largest  10  was  Japanese. 

The  Japanese  banks  are  not  alone  in  global  presence. 
Of  the  10  largest  banks  in  the  world,  two  are  French.  Of 


the  largest  25,  nine  are  European. 

I’m  not  opposed  to  the  success  of  the  European  and 
Japanese  banks  —  I  just  want  us  to  be  aware  of  the  mar¬ 
ketplace  in  which  U.S.  banking  competes.  The  emer¬ 
gence  of  the  global  financial  marketplace  is  creating  a 
whole  new  type  of  competition  for  America’s  banks:  world 
class  competition. 

My  concern  —  as  a  public  official  charged  with  maintain¬ 
ing  the  safety  and  soundness  of  the  American  banking 
system  —  is  to  ensure  that  our  banking  structure  en¬ 
hances  the  international  competitiveness  of  U.S.  banks 
in  the  global  arena.  My  concern  is  to  ensure  that  our 
banking  structure  is  equipped  to  met  the  competition.  I 
am  concerned  when  only  one  U.S.  bank  is  among  the 
world's  largest  10.  I  am  concerned  that  our  banking  struc¬ 
ture  is  not  equipped  to  meet  the  competition  when  a 
major  Japanese  bank  can  propose  to  become  a  partner 
in  a  major  American  securities  firm  —  while  American 
banks  are  severely  limited  in  the  types  of  securities  ac¬ 
tivities  in  which  they  can  engage  here.  I  am  concerned 
that  our  banking  structure  is  not  equipped  to  meet  the 
competition  when  an  American  bank  can  do  things  in 
London  or  Tokyo  for  a  customer  that  it  is  prohibited  from 
doing  for  that  same  customer  in  the  United  States. 

The  result  of  these  trends  for  U.S.  banks  is  weaker  com¬ 
petitive  ability  overall. 

In  light  of  the  global  competition  —  instead  of  asking 
“What  should  banks  be  allowed  to  do?"  —  we  must  ask 
ourselves:  “What  will  it  take  to  make  U.S.  banks 
strong?” 

Instead  of  saying,  “Aren’t  additional  activities  too  risky 
for  banks?,”  we  should  be  asking  “What  can  we  do  to 
measure  risk  and  construct  a  system  of  laws  and  regula¬ 
tions  that  will  allow  the  activity,  but  protect  the  bank  from 
some  of  the  risk?" 

Part  of  the  answer  to  U.S.  banking’s  problems  lies  in  free¬ 
ing  banks  from  the  laws  and  regulations  that  force  them 
into  concentration  in  severely  limited  lines  of  business  — 
as  well  as  from  laws  that  severely  restrict  their  operations 
geographically. 

No  one  in  this  country  knows  as  well  as  Texans  today  the 
problems  that  arise  from  outmoded  banking  restrictions. 
No  one  in  this  country  knows  as  well  as  Texans  today  what 
can  happen  when  you  put  all  of  your  eggs  in  one  basket 

In  his  later  years,  Groucho  Marx’s  penchant  for  cigars 
became  a  full-time  habit.  On  a  cross-country  flight  he  tried 
to  restrain  himself  but  got  to  the  point  where  he  could 
hold  back  no  longer.  Because  there  is  strict  regulation 
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on  commercial  airlines  against  this  activity,  he  called  the 
hostess  to  ask  permission.  She  said  that  perhaps  in  the 
case  of  a  passenger  as  famous  as  Groucho  the  rules 
mignt  be  relaxed.  And  she  added:  "I  suppose  you  can 
smoke  a  cigar  if  you  don’t  annoy  the  lady  passengers.” 


To  which  Groucho  repled,  “You  mean  I’ve  got  a  choice?” 

We  have  a  choice  whether  U.S.  banks  will  play  a  vital  part 
in  the  global  financial  market.  We  should  make  that  choice 
before  the  opportunity  goes  up  in  smoke. 


Remarks  by  Richard  V.  Fitzgerald,  Chief  Counsel,  before  the  Exchequer  Club 
Washington,  D.C.,  November  19,  1986 

'  Banzai  Banking  —  Sayonara  Segmentation” 


I  am  a  lawyer  and,  like  most  of  my  colleagues,  suffer  from 
the  reputation  of  looking  at  almost  any  question  narrow¬ 
ly.  After  all,  that  is  what  lawyers  are  trained  to  so. 

When  I  was  in  law  school  at  Maryland,  one  of  my  profes¬ 
sors  began  his  class  every  semester  with  a  story  which 
was  intended  to  enlighten  the  students  as  to  the  nature 
of  their  calling:  A  couple  from  an  out  of  the  way  rural  area 
on  the  Eastern  Shore  —  Sam  Brown  and  and  Eliza  Wells 
—  were  celebrating  the  fourth  birthday  of  their  son  when 
they  decided  it  was  about  time  to  get  married.  They  drove 
to  the  county  seat,  located  the  judge,  and  asked  him  to 
marry  them.  They  knew  nothing  about  the  need  for  a  mar¬ 
riage  license,  so  the  judge  sent  them  to  a  county  clerk 
in  another  office  of  the  court  house  to  get  a  license.  In 
due  course  they  came  back  with  a  license,  authorizing 
the  judge  to  marry  them.  After  inspecting  it,  the  judge 
turned  to  Sam  and  said,  “Sam  Brown,  is  your  name 
Samuel?”  “Yes,  that’s  right,”  the  man  replied.  “Well,”  said 
the  judge,  “you  have  to  go  back  and  get  your  full  name 
stated  on  a  new  license.  When  the  couple  returned  about 
an  hour  later,  the  judge  inquired  of  Eliza  if  her  full  name 
shouldn't  be  Elizabeth.  “Yes,  your  honor,  it  is,”  she  replied. 
Well,’  said  the  judge,  “you  have  to  go  back  and  have 
your  full  name  stated  on  a  new  license.”  About  an  hour 
ater,  the  couple  again  returned.  After  examining  the 
license  closely,  the  judge  said:  "Your  license  is  in  order 
now  and  I  have  no  choice  but  to  marry  you.  But  I  want 
you  to  understand  clearly,  that  boy  of  yours  will  remain 
a  technical  bastard.”  Sam  cleared  his  throat  and  said: 
Well,  judge,  that  ain’t  so  bad.  That’s  what  the  clerk  said 
you  are,  but  it  hasn’t  stopped  you  from  rising  in  life.” 

Although  we  are  trained  to  do  so,  taking  a  narrow  focus 
isn't  only  a  chararactenstic  of  the  legal  professional.  It’s 
a  so  the  characteristic  behavior  of  just  about  anyone  who 
has  a  stake  in  the  outcome  of  any  question  of  public 

policy 

Consider  the  question  of  relaxing  the  restraints  between 
commercial  banking  and  the  securities  business  embed¬ 
ded  n  me  Glass- Steagall  Act,  which  separates  commer- 
c  a  ‘rom  investment  banking  activities.  Taking  a  narrow 
‘co  r,  ’tie  securities  industry  as  a  group  opposes  eras¬ 


ing  the  segmentation  that  law  imposes.  Taking  a  narrow 
focus,  the  securities  industry  can  see  only  a  potential 
competitive  threat  from  its  commercial  bank  counterparts 
should  that  segmentation  be  erased. 

By  taking  a  narrow  focus,  what  the  securities  industry 
doesn't  see  is  that,  because  of  our  segmented  financial 
structure,  both  commerical  banks  and  investment  banks 
find  it  increasingly  difficult  to  respond  efficiently  and 
profitably  to  the  demands  of  an  economy  that  is  richer 
and  moving  faster  than  any  we  have  known  before. 

Furthermore,  a  domestic  economy  such  as  our  own  that 
is  increasingly  integrated  with  those  of  the  other  industri¬ 
al  countries  —  and  whose  commercial  banks  and  invest¬ 
ment  banks  are  in  direct  competition,  with  the  financial 
institution  of  those  foreign  countries  —  is  ill-served,  and 
indeed  may  be  damaged,  by  a  continued  adherence  to 
this  segmentation. 

While  it  is  technically  correct  that  erasing  the  Glass- 
Steagall  line  will  bring  more  competition  into  its  business, 

I  believe  that  if  the  securities  industry  will  widen  its  focus 
it  will  see  that  segmentation  is  not  now  serving  its  own 
interest  well. 

The  securities  industry’s  greatest  challenge  is  not  poten¬ 
tial  competition  from  commercial  banks.  Rather,  it  is  a 
need  for  ever  greater  amounts  of  capital  to  finance  both 
larger  trading  positions  and  a  wide  range  of  investment 
banking  activities.  Why  would  Goldman  Sachs  &  Co.  — 
Wall  Street’s  biggest  surviving  partnership  —  want  to  sell 
a  12  percent  stake  in  its  annual  profits  to  Sumitomo  Bank, 
Ltd.,  of  Japan  in  exchange  for  a  capital  investment  of 
$500  million?  It  needed  the  money. 

There  are,  of  course,  other,  operational  considerations, 
such  as  giving  Goldman  Sachs  a  competitive  advantage 
in  the  Japanese  financial  services  market  —  an  oppor¬ 
tunity  to  build  on  its  purchase  of  a  seat  on  the  Tokyo  Stock 
Exchange  earlier  this  year. 

These  operational  concerns  aside,  the  important  point  is 
that  Sumitomos  limited  partnership  will  give  a  consider- 
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able  boost  to  Goldman  Sachs’  $1.3  billion  in  capital,  cap¬ 
ital  the  firm  must  have  to  grow.  Even  the  best  firms  on 
Wall  Street  have  found  that  they  have  had  to  scramble 
to  secure  vast  amounts  of  capital  the  last  few  years.  A 
host  of  firms  have  sold  themselves  to  large  financial  ser¬ 
vice  conglomerates  —  American  Express,  Sears,  Pruden¬ 
tial,  General  Electric  and  so  on.  Other  firms  have  chos¬ 
en  to  go  public,  including  Bear,  Stearns  &  Co.  and 
Morgan  Stanley.  All  told,  two  dozen  or  more  brokerage 
partnerships  have  come  to  the  market  since  1982. 

Our  domestic  securities  industry  has  developed  quite  a 
need  for  a  larger  capital  base.  This  need  is  driven  by  Rule 
415  which  has  had  the  effect  of  restricting  firms  to  their 
own  resources  in  underwriting;  by  the  necessity  of  creat¬ 
ing  the  technical  infrastructure  to  compete  in  a  global¬ 
ized  capital  market;  by  competition  from  the  Japanese 
on  Wall  Street;  and  by  a  host  of  other  factors. 

Prevented  by  Glass-Steagall  from  affiliating  with  a  U.S. 
bank  —  and  not  wanting  to  go  public  —  Goldman  Sachs 
turned  to  where  the  money  it  needed  was:  Japan.  The 
truth  was  that  to  remain  competitive  in  the  global  econo¬ 
my,  our  nation's  best  capitalized  private  securities  firm  had 
to  go  abroad. 

Now  I’m  a  lawyer,  not  a  policymaker.  I’m  trained  to  take 
a  narrow  focus.  To  a  lawyer,  the  laws  are  what  the  laws 
are.  But,  even  as  a  lawyer,  I  recognize  that  it  is  important 
that  Glass-Steagall  change.  And  I  know  that  if  it  doesn’t 
the  banking  industry  will  change  to  get  around  it.  Those 
who  defend  the  status  quo  argue  that  erasing  the  line 
between  commercial  and  investment  banking  will  expose 
the  nation’s  commercial  banking  system  to  greater  risk. 

I  don't  believe  it  would  do  so.  And  neither  do  many  dis¬ 
tinguished  business  analysts  and  economists. 

Professor  Ian  Giddy  of  the  School  of  Business  Adminis¬ 
tration  at  New  York  University,  for  example,  has  examined 
the  risk  related  to  the  business  of  equity  underwriting  in 
the  United  States  by  analyzing  more  than  2,500  U.S.  eq¬ 
uity  issues  from  1976  to  1983.  He  concludes  that  securi¬ 
ties  underwriting  is  not  inherently  riskier  than  commer¬ 
cial  lending.  He  found  that  historically,  securities  losses 
have  remained  at  a  tolerable  level  and  compare  favora¬ 
bly  with  other  risks  inherent  in  banking  and  the  financial 
services  industry  generally.  Indeed,  his  findings  stress  that 
by  adding  an  activity  whose  returns  are  not  perfectly  cor¬ 
related  with  returns  from  other  financial  services,  the  ad¬ 
dition  of  securities  underwriting  will  tend  to  reduce  — 
through  greater  diversification  —  the  riskiness  of  the  en¬ 
terprise  as  a  whole.  Furthermore,  his  study  suggests  that 
the  riskiness  of  holding  particular  financial  assets  de¬ 
pends  not  only  on  how  volatile  they  are,  but  also  on  how 
liquid  they  are. 


In  one  major  respect,  both  securities  underwriting  and 
dealing  —  as  practiced  by  U.S.  securities  firms  —  are 
safer  than  commercial  lending.  The  assets  held  are  liquid 
and  can  be  disposed  of  easily,  and  their  marketability  al¬ 
lows  frequent  "marking-to-market”  of  the  value  of  the 
firm's  portfolio.  Thus,  investment  bankers  are  able  to  hold 
the  magnitude  of  losses  to  a  small  percentage  by  reduc¬ 
ing  the  holding  period  to  a  very  small  epriod  —  general¬ 
ly  a  matter  of  days. 

In  contrast,  a  major  source  of  commercial  bank  risk  lies 
in  the  time  lag  associated  with  the  valuation  and  liquida¬ 
tion  of  consumer  and  commercial  loans.  As  we  have 
found  recently  in  America's  heartland,  bank  loans  that 
appeared  very  solid  when  they  are  made  can  deteriorate 
significantly  in  a  matter  of  a  few  years  —  and  even 
months.  Even  the  best  bank  loan  can  become  a  time 
bomb  ticking  away. 

Like  the  McFadden  Act  —  another  law  that  imposed  seg¬ 
mentation  on  the  financial  industry  —  if  Glass-Steagall 
doesn’t  change,  it  will  be  overcome  by  events.  However, 
as  a  matter  of  public  policy,  the  events  that  will  overcome 
Glass-Steagall  in  the  long  run  may  not  be  events  we  want 
to  see  happen.  And  in  the  meantime,  we  may  see  other 
marriages  like  Sumitomo-Goldman  Sachs  match-up 
driven  by  domestic  legal  constraints  because  our  present 
legal  structure  gives  foreign  banks  an  advantage  over 
their  U.S.  counterparts. 

Only  Congress  can  decide  whether  that  advantage 
should  continue  as  a  matter  of  public  policy.  As  a  matter 
of  public  policy,  regulators  cannot  make  that  determina¬ 
tion.  Congress  will  —  one  way  or  another  —  make  that 
determination.  If  it  chooses  to  avoid  the  issue  altogether 
—  if  it  chooses  to  maintain  the  status  quo  under  Glass- 
Steagall  —  the  foreign  banks’  advantage  will  continue. 

I  believe  that  the  outcome  in  Congress  will  depend  a  great 
deal  on  the  direction  the  securities  industry  takes.  If  it  con¬ 
tinues  to  view  Glass-Steagall  as  insulation  against  com¬ 
mercial  bank  competition  —  if  it  continues  to  focus  nar¬ 
rowly  —  the  securities  industry  has  a  good  chance  to 
block  needed  change  for  as  long  as  it  wants.  If,  however, 
it  widens  its  focus  and  comes  to  see  commercial  banks 
as  a  source  of  needed  capital  through  investment  and 
affiliation,  an  outdated  policy  can  soon  be  buried  in  the 
historical  oblivion  it  so  richly  deserves  and  the  U.S.  finan¬ 
cial  system  can  evolve  —  efficiently  and  profitably  —  into 
a  vital  component  of  the  global  marketplace. 

It  all  comes  down  to  a  change  in  perspective  —  taking 
a  different  point  of  view. 
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At  the  turn  of  the  century,  a  statue  of  General  William 
Tecumseh  Sherman  was  erected  at  the  south  front  of  the 
Treasury,  where  Pennsylvania  Avenue  bends  an  elbow 
to  get  around  the  building.  To  the  North,  Sherman  was 
a  valiant  hero.  To  the  South,  even  at  that  time,  he  remained 
a  symbol  of  the  defeat  and  degradation  suffered  by  the 
Confederacy,  and  he  was  hated  by  all  true  Southerners 
as  the  man  who  had  devastated  Georgia  from  Atlanta  to 
the  sea.  Secretary  of  the  Treasury  Lyman  J.  Gage  was 
sensitive  to  this  fact,  and  looked  forward  to  presiding  at 
the  unveiling  of  the  monument  to  Sherman  on  horseback 
with  mixed  emotions.  Finally,  the  day  of  the  unveiling 
came  —  and  the  event  pased  without  incident.  After  it 


was  over,  he  approached  a  Southern  newspaper  cor¬ 
respondent  and  timidly  asked  what  he  thought  of  the 
monument.  "Well,  Mr.  Secretary,’’  the  reporter  said,  ‘‘from 
the  north  side  where  we  stand,  you  see  General  Sher¬ 
man  as  a  soldier  and  gentleman  astride  his  mighty  charg¬ 
er  —  but  from  the  south  side  all  you  can  see  is  what  we 
have  always  seen:  a  horse's  rear  end." 

If  the  securities  industry  can  move  itself  from  its  tradition¬ 
al,  parochial  point  of  view  to  facing  Glass-Steagall  head 
on,  it  may  find  that  the  commercial  banking  industry  is 
far  from  being  the  enemy  it  imagines  it  to  be. 


Remarks  by  Dana  H.  Cook,  Special  Adviser  to  the  Comptroller  of  the  Curren¬ 
cy,  before  the  Peat  Marwick  Sixth  Annual  Statewide  Financial  Institutions  Con¬ 
ference,  Tampa,  Florida,  December  9,  1986 


Banking  used  to  be  a  business  where  things  were  cut- 
and-dried.  A  loan  was  a  loan.  A  bank  was  an  institution 
that  the  government  chartered,  an  institution  that  received 
a  semi-monopoly  to  do  business  in  exchange  for  becom¬ 
ing  subject  to  regulation.  And  a  banker  was  a  fellow  who 
ran  that  business.  Because  of  the  charter  and  the  regu¬ 
lation,  banking  was  generally  profitable  year  after  year. 
But  none  of  those  descriptions  are  entirely  true,  anymore. 

The  industry  —  as  you  have  heard  many  times  before 
—  is  in  transition  to  something  that  hasn't  yet  been  clear¬ 
ly  defined.  The  semi-monopoly  granted  by  the  charter 
is  gone.  And  gone,  too,  is  the  profitability  the  industry  once 
enjoyed. 

Not  too  many  years  ago,  the  clearest  distinction  within 
the  industry  was  the  distinction  between  small  commu¬ 
nity  banks,  regional  banks,  and  money  center  banks. 
Even  though  this  distinction  was  clear,  the  terms  of  bank¬ 
ing  supervision  it  really  didn't  make  much  of  a  difference. 
The  largest  of  the  large  —  and  and  the  smallest  of  the 
small  —  could  be  supervised  with  roughly  the  same  ap¬ 
proach:  Periodic  examination  followed  by  remedial  action, 
if  needed,  on  problems  that  had  already  occurred. 

Today  the  clearest  distinction  in  the  industry  is  between 
banks  that  have  terrible  financial  returns  and  prospects, 
banks  that  have  adequate  financial  returns  and  prospects, 
and  banks  that  have  excellent  financial  returns  and 
prospects  As  a  result,  banking  supervision  has  for  some 
time  now  been  in  a  process  of  transition  as  we  supervi¬ 
sors  try  to  assist  those  banks  in  financial  trouble  while 
seeking  ways  to  improve  the  profitability  of  the  industry 
as  a  whole 


Because  there  are  no  hard  and  fast  rules  for  bank  su¬ 
pervisors  to  follow  during  this  transition,  bank  supervision 
today  —  and  for  the  near  future  —  is  likely  to  resemble 
an  art  more  than  a  science.  The  current  and  long-range 
regulatory  environment  is  —  and  will  be  —  the  sum  of 
the  different  parts,  the  different  supervisor  policies. 

Today  I  want  to  touch  on  several  major  policies  which, 
taken  together,  pretty  well  describe  that  environment. 

First,  let's  look  at  how  the  framework  for  ensuring  the  safe¬ 
ty  and  soundness  of  the  banking  system  is  evolving  at 
the  OCC. 

The  pace  of  change  within  the  banking  industry  —  and 
the  size  and  complexity  of  national  banks  and  banking 
companies  —  have  prompted  our  agency  to  rethink  its 
supervison/examination  posture.  Over  the  last  few  years, 
we  have  studied  the  ways  our  supervision  of  national 
banks  might  be  altered  so  that  it  would  be  more  effec¬ 
tive  and  more  efficient.  In  doing  so,  we  asked  ourselves 
if  an  examination  methodology  that  originated  when 
money  moved  by  stagecoach  was  still  appropriate  when 
money  moves  at  the  speed  of  light?  We  decided  that  there 
had  to  be  a  better  way  —  and  over  the  last  five  years  or 
so,  that  better  way  has  been  evolving.  We  began  by  ask¬ 
ing  ourselves  the  basic  questions:  what  is  the  primary 
goal  of  bank  supervision  and  how  should  we  change  to 
reach  that  goal? 

When  we  began  our  traditional  examination  approach 
more  than  a  century  ago,  examinations  were  performed 
simply  to  protect  against  fraud,  insider  abuse  and  other 
obvious  threats  to  an  individual  bank's  financial  stability. 
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Over  the  years,  that  concept  expanded  to  include  reviews 
of  asset  quality  and  determinations  of  financial  condition. 
By  concentrating  on  these  elements  through  periodic  ex¬ 
aminations  at  each  individual  bank,  it  was  believed  that 
the  safety  and  stability  of  the  banking  system  as  a  whole 
could  best  be  preserved.  As  I  said  before,  it  was  a 
mechanical  approach  designed  in  a  mechanical  age  to 
uncover  problems  that  had  already  occurred.  It  operat¬ 
ed  like  clockwork. 

In  the  course  of  time,  however,  it  became  apparent  that 
while  this  approach  may  have  been  sufficient,  it  was  be¬ 
coming  less  and  less  efficient  in  helping  us  reach  our  goal 
of  preserving  the  safety  and  stability  of  the  banking  sys¬ 
tem.  It  became  clear  to  us  that  to  improve  efficiency  we 
should  focus  on  the  risks  to  that  safety  and  stability  and 
to  concentrate  on  those  risks  before  they  result  in 
problems. 

In  other  words,  rather  than  being  driven  mechanically  — 
like  clockwork  —  as  it  has  been  in  the  past  —  supervi¬ 
sion  should  be  driven  by  our  own  judgment  of  where  sys¬ 
tem  risks  to  banking  lie.  We  want  to  put  into  practice  a 
dictum  developed  by  a  former  national  bank  examiner 
in  Texas  named  Preacher  Knight,  who  years  ago  wrote: 
"Every  day  is  judgment  day.  Use  some  today." 

The  result  of  using  our  judgment  under  this  supervisory 
approach  is  that  we  will  allocate  examination  resources 
on  the  basis  of  risk  to  the  banking  system.  We  will  focus 
on  continuous  supervision  of  risk,  rather  than  periodic 
examination.  And  we  will  rely  on  the  examiners' 
knowledge  and  ability  to  tailor  supervision  to  each  bank. 

Furthermore,  rather  than  focus  examinations  on  individual 
transactions  —  as  was  the  rule  in  the  past  —  we  will 
redirect  that  attention  to  the  systems  and  controls  under 
which  bankers  make  transaction  decisions.  In  other 
words,  we  have  come  to  view  supervision  and  especial¬ 
ly  the  examination  of  banks  as  an  unceasing  process,  not 
an  isolated  happening. 

We  began  to  use  this  approach  about  5  years  ago  with 
the  largest  banks  in  the  country  and  have  expanded  it 
to  all  of  the  banks  we  supervise.  We  know  that  we  face 
tough  challenges  in  executing  this  approach.  We  recog¬ 
nize  that  we  will  not  catch  all  fraud  and  insider  abuse  or 
eliminate  all  asset  quality  problems  ahead  of  time.  But 
we  believe  we  can  catch  those  problems  and  others  that 
would  represent  a  danger  to  the  whole  banking  system 
ahead  of  time.  We  are,  therefore,  shifting  our  focus  from 
remedial  action  to  solve  problems  to  problem  prevention. 

As  this  approach  continues  to  evolve  —  as  we  work  to 
sell  bank  managements  on  the  need  for  good  internal 
operating  systems  —  we  believe  there  will  be  a  real  op¬ 


portunity  and  a  need  for  OCC  to  work  more  closely  with 
others  involved  in  the  protection  of  the  safety  and  sound¬ 
ness  of  banks.  In  particular,  I  am  talking  about  indepen¬ 
dent  auditors. 

Our  supervisory  system  today  relies  heavily  and  in  the 
future  will  rely  even  more  heavily  on  the  integrity  of  the 
banking  data  base.  In  the  future,  if  bankers,  accountants 
and  bank  supervisors  work  together  to  share  information, 
knowledge  and  technology,  we  can  improve  the  integri¬ 
ty  and  the  depth  of  that  data  base. 

We  are  presently  working  on  the  broad  outlines  of  such 
a  program  on  working  together,  a  program  that  I  believe 
would  benefit  accountants,  supervisors  and  bankers.  Su¬ 
pervisors  and  auditors  should  agree  on  the  same  type 
of  prudential  standards  for  banks.  If  there  is  a  great  diver¬ 
gence  in  these  standards,  we  should  be  talking  together 
to  determine  why.  Furthermore,  better  coordination  of  our 
efforts  with  those  of  independent  auditors  could  reduce 
the  problems  that  arise  when  we  reach  dissimilar  con¬ 
clusions  about  the  condition  of  a  bank  or  its  systems. 

Through  better  coordination,  I  believe  we  could  reduce 
the  time  that  management  must  devote  to  our  efforts,  and 
thus  reduce  a  hidden  cost  to  the  industry.  It  could  also 
help  us  avoid  future  increases  in  costs  to  the  industry  for 
auditing  and  for  supervision.  Of  course,  there  are  many 
questions  that  must  be  answered  before  bankers,  bank 
supervisors,  and  accountants  can  and  would  work  more 
closely  together  —  before  we  can  share  information. 

At  the  OCC  we  have  begun  working  with  the  AICPA  Bank¬ 
ing  Committee  and  banking  trade  associations  to  try  to 
find  answers  to  these  questions  —  answers  that  we  hope 
will  satisfy  the  concerns  of  all  participants.  Another  major 
part  of  the  current  and  long-range  regulatory  environment 
is  the  supervisory  policy  on  bank  capital  requirements. 

Today,  as  you  know,  all  of  the  three  federal  bank  supervi¬ 
sors  follow  the  "one-size-fits-all"  approach  to  the  minimum 
capital  standard  we  require.  Regardless  of  the  mix  of  li¬ 
quid  and  illiquid  assets  a  bank  holds  —  regardless  of  the 
mix  of  high  risk  and  low  risk  assets  —  the  same  minimum 
capital  standard  is  required. 

We  can  require  banks  to  hold  capital  in  excess  of  the  cur¬ 
rent  minimum,  and  we  do  so  on  a  case-by-case  basis  if 
we  believe  the  situation  warrants  it.  But  while  our  present 
way  of  doing  things  allows  us  to  raise  capital  minimums 
for  banks  we  think  have  more  than  the  usual  amount  of 
risk  in  their  portfolios,  it  doesn’t  provide  a  systematic 
means  to  do  so.  Nor  does  it  encourage  banks  to  pay 
more  attention  to  their  portfolio  mixes,  price  them  accord 
ing  to  risk,  and  hold  high  quality,  liquid  assets  In  addi 
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tion,  the  current  standard  probably  has  had  unintended 
side  effects. 

By  requiring  a  fixed,  uniform  capital-to-assets  ratio,  we 
may  have  prompted  banks  to  hold  riskier,  albeit  higher 
yielding,  assets  and  to  shift  more  of  their  activities  off  the 
balance  sheet. 

As  you  know,  the  Federal  supervisors  are  now  putting  the 
finishing  touches  on  a  program  to  shift  uniform  minimum 
capital  standards  to  a  system  of  risk  based  capital  stan¬ 
dards.  Much  of  the  discussion  of  our  proposal  in  the  in¬ 
dustry,  in  the  trade  press,  and  elsewhere  has  focused  on 
the  problems  the  proposal  is  aimed  at  addressing:  rais¬ 
ing  capital  standards  to  match  risk  and  reflecting  off- 
balance-sheet  activities  in  required  capital.  What  hasn’t 
been  stressed  nearly  enough  is  the  other  side  of  the  ef¬ 
fort:  by  reducing  capital  requirements  for  many  less  risky 
assets,  our  proposal  could  permit  banks  with  low  risk  port¬ 
folios  to  operate  with  less  capital  than  would  be  required 
under  the  present  standard,  thus  enhancing  their  return 
on  equity. 

Another  supervisory  proposal  that  we  are  in  the  final 
stages  of  reviewing  is  our  proposal  for  greater  financial 
disclosure  for  banks.  We  received  about  700  comments 
on  our  original  proposal  and  most  of  these  comments 
opposed  the  plan. 

The  most  persuasive  argument  against  what  we  had  pro¬ 
posed  went  right  to  the  heart  of  the  matter:  How  far  can 
we  go  in  replacing  supervisory  oversight  with  marketplace 
discipline  without  violating  the  bank  supervisor’s  duty  to 
preserve  the  stability  of  the  banking  system? 

Public  confidence  in  the  banking  system  is  absolutely  es¬ 
sential  to  the  maintenance  of  a  sound  banking  system 
and  the  prevention  of  failures.  A  bank  supervisor  cares 
when  a  bank  fails.  If  inappropriate  disclosure  of  a  bank’s 
trouble  will  cause  a  failure,  then  disclosure  may  run  coun¬ 
ter  to  the  goals  of  bank  supervision. 

The  goals  of  bank  supervision  are  different  than  the  goals 
of  the  supervision  of  the  securities  market  where  dis¬ 
closure  is  used  extensively  as  a  regulatory  tool.  The  Secu¬ 
rities  and  Exchange  Commission  is  not  concerned  that 
disclosure  may  cause  a  firm  to  fail  or  an  entire  industry 
to  suffer.  The  SEC's  job  is  to  ensure  that  investors  are  able 
‘o  minimize  the  harm  to  themselves  by  making  informed 
investment  decisions. 

he  important  distinction  to  draw  between  what  the  SEC 
does  and  what  bank  supervisors  do  is  that  while  we  both 
endeavor  to  prevent  harm,  the  object  of  their  regulation 
s  the  individual  investor,  while  our  objective  is  to  prevent 
harm  to  the  banking  system  as  a  whole,  as  well  as  to  the 


individual  depositor.  Market  efficiency  —  marketplace  dis¬ 
cipline  —  is  a  by-product  of  the  SEC’s  regulatory  charge 
—  but  not  its  goal,  and  it  certainly  wasn’t  the  original  rea¬ 
son  the  agency  was  created. 

While  some  increased  financial  disclosure  for  banks  has 
a  great  deal  of  merit,  I  don't  think  we  can  go  far  as  to 
consider  replacing  supervisory  oversight  with  market¬ 
place  discipline,  which  some  advocates  of  the  free  mar¬ 
ket  for  everyone  have  proposed.  It  is  an  inappropriate  and 
perhaps  even  a  counterproductive  tool  to  use  in  main¬ 
taining  the  public’s  confidence  in  the  system. 

I  imagine  that  when  the  federal  supervisors  reveal  our 
financial  decision  on  increased  disclosure,  you  will  find 
it  to  be  far  less  burdensome  and  onerous  that  what  we 
originally  proposed. 

I  would  like  to  touch  briefly  on  another  supervisory  issue 
that  I  am  sure  is  of  great  interest  ot  many  of  you:  director 
responsibility. 

Over  the  years,  federal  bank  supervisors  have  tried  to 
reinforce  the  notion  that  bank  directors  have  an  active 
and  direct  responsibility  for  the  well-being  of  their  institu¬ 
tions.  And  I  do  mean  "over  the  years.” 

One  Comptroller  of  the  Currency  put  the  matter  this  way 
in  a  formal  report  to  Congress:  "The  duties  of  the  board 
of  directors  are  plainly  defined,  and  however  innocent 
they  may  be  of  any  intention  of  wrong,  they  are  respon¬ 
sible  for  the  safety  of  the  funds  committed  to  their  care.” 
He  added  that  the  directors  of  a  bank  have:  "a  personal 
interest  in  its  prosperity  and  good  management.”  John 
Jay  Knox,  the  fourth  Comptroller  of  the  Currency,  wrote 
those  words  —  in  1881,  105  years  ago. 

Again  and  again  in  following  years,  Comptroller  after 
Comptroller  stressed  that  he  expected  directors  to  take 
an  active  role  in  their  institutions  and  that  the  OCC  would 
consider  them  derelict  in  their  duty  if  they  did  not. 

Today  I  will  not  rehash  horror  stories  about  directors’  lia¬ 
bility.  The  press  has  done  an  ample  job  of  reporting  on 
developments  in  that  area.  I  just  want  to  stress  that  today, 
each  bank  director  needs  to  be  aware  of  his  or  her 
responsibilities,  duties  and  liabilities.  Why? 

Ten  years  ago,  bank  directors  were  chosen  primarily  for 
their  credentials.  After  all,  as  I  have  said,  the  industry  was 
regulated  and  profits  —  for  the  most  part  —  were  given. 

Today,  in  a  more  competitive  financial  services  industry, 
banking  is  more  complex.  Directors  must  bring  more  to 
their  job  than  credentials.  It  is  more  important  than  ever 
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that  they  bring  independent  judgment.  The  standards  the 
federal  supervisors  use  have  not  changed  —  but  the  in¬ 
dustry  has. 

The  fundamental  responsibilities  of  a  bank  director  have 
not  changed  but  the  job  has  gotten  harder.  Today,  the 
director  must  direct  or  take  the  responsibility  where  there 
is  a  failure  to  direct.  The  best  way  that  directors  can  pro¬ 
tect  themselves  is  by  taking  an  active  interest  in  their  in¬ 
stitutions.  And  for  those  directors  who  want  to  take  an  ac¬ 
tive  interest  in  their  institutions,  we  at  the  OCC  want  to 
be  supportive. 

As  part  of  our  supportive  effort,  we  are  in  the  process  of 
revising  our  guide  for  bank  directors  and  we  will  make 
this  revised  version  of  the  guide  available  early  in  the  com¬ 
ing  year. 

Again  and  again  this  morning  I’ve  repeated  the  words 
“profits”  and  “profitability.”  There  has  been  a  drastic 
decline  in  return  on  assets  for  national  banks  since  1979. 
In  recent  years,  the  percentage  of  banks  with  high  earn¬ 
ings  —  a  return  on  assets  in  excess  of  1.5  percent  —  has 
fallen.  In  1980,  21.6  of  all  national  banks  had  a  ROA  of 
more  than  1.5  percent.  In  1985,  only  13.4  percent  did. 
In  1980,  the  average  ROA  for  all  national  banks  was  1.08. 
Last  year,  it  was  0.45. 

Banking’s  declining  profitability  has  played  a  great  role 
in  creating  the  need  for  many  policies  that  make  up  the 
current  regulatory  environment. 

As  a  Federal  Reserve  Bank  of  New  York  report  several 
weeks  ago  concluded,  bank  profitability  for  the  industry 
as  a  whole  is  near  a  15  year  low.  Competition  from  non¬ 
bank  institutions  has  become  a  tempest.  And,  on  top  of 
these  other  events,  many  banks  have  been  battered  by 
the  dramatic  decline  in  agriculture  and  in  the  energy  and 
real  estate  industries. 

Looking  ahead,  the  long-range  regulatory  environment 
is  sure  to  be  shaped  more  by  the  question  of  banking 
profitability  than  by  any  other  factor.  We  recognize  that 
it  is  a  systemic  problem.  As  Comptroller  of  the  Currency 
Bob  Clarke  puts  it  quite  simply:  banks  are  not  in  busi¬ 
ness  to  make  loans.  Banks  are  in  business  to  make 
money.  And  more  and  more  bankers  are  finding  it  hard¬ 
er  and  harder  to  make  money  in  the  traditional  business 
of  banking. 

Banks  must  find  new  ways  to  make  money  —  ways  to 
expand  their  traditional  businesses.  Securities  activities, 
for  example,  are  an  appropriate  complement  to  banking. 
As  the  securities  firms  discovered  years  ago,  being  limit¬ 
ed  to  one  or  the  other  side  of  the  arbitrary  line  drawn  by 
the  Glass-Steagall  Act  prevents  a  financial  institution  from 


meeting  the  ends  of  its  customers.  Erasing  this  line  would 
offer  every  bank  at  least  one  attractive  new  line  of  busi¬ 
ness  in  which  to  engage:  selling  mutual  funds,  underwrit¬ 
ing  muncipal  revenue  bonds,  marketing  securitized  loans, 
and  so  on.  Given  the  general  wealth  of  the  United  States, 
I  believe  some  piece  of  the  securities  business  belongs 
in  every  bank  —  just  as  long  as  every  banker  realizes  that 
authorization  is  not  ability. 

At  the  same  time,  I  don’t  believe  every  bank  needs  to  offer 
all  securities  services  that  banks  are  authorized  and  may 
in  the  future  be  authorized  to  offer.  Banks  aren’t  in  busi¬ 
ness  to  offer  “full  service"  —  whatever  that  term  implies 
at  the  time.  Banks  are  in  business  to  make  money  by  offer¬ 
ing  the  services  their  customers  want. 

There  is  a  perception  that  many  bankers  have  no  idea 
what  greater  securities  authorities  could  do  for  them.  Do 
you  know  what  your  customers  want  from  you  in  terms 
of  securities  business?  Or,  for  that  matter,  any  other  ex¬ 
panded  authority?  Have  you  done  anything  —  such  as 
taking  surveys  —  to  find  out?  If  you  haven’t,  I  urge  you 
to  do  so.  And  I  hope  you  will  find  that  there  are  opportu¬ 
nities  to  increase  your  profitability.  Because  if  you  find  that 
there  are  opportunities,  you  will  work  harder  to  persuade 
lawmakers  in  Washington  to  grant  you  additional  flexibility. 

Legislation  to  allow  banking  greater  flexibility  in  securi¬ 
ties  activities  as  well  as  other  activities  has  languished 
in  Congress  for  years.  We  are  disappointed  that  Congress 
adjourned  again  without  passing  this  legislation  and  are 
deeply  frustrated  that  it  adjourned  without  even  extend¬ 
ing  emergency  measures  to  the  supervisory  agencies 
that  we  need  so  urgently. 

Unless  and  until  Congress  grants  banking  the  flexibility 
it  must  have  to  turn  the  industry’s  profitability  trend 
around,  bank  supervisors  will  be  forced  into  the  position 
of  overseeing  a  declining  industry.  We  don’t  welcome  that 
job.  But  until  Congress  recognizes  that  the  banking 
system’s  safety  and  soundness  depends  far  more  on  its 
profitability  than  on  bank  supervision,  it  will  be  the  job 
we  will  have  to  do. 

One  of  America’s  best-known  philosophers,  Charlie 
Brown  of  the  comic  strip  Peanuts,  once  said  “There  is 
no  problem  so  big  —  no  challenge  so  awesome  —  no 
dilemma  so  frustrating  or  complicated  —  that  one  can¬ 
not  simply  walk  away  from  it.”  As  long  as  Congress  con¬ 
tinues  to  walk  away  from  the  big  problem  —  the  awesome 
challenge  —  the  frustrating  dilemma  —  banking  super¬ 
vision  will  continue  to  be  dominated  by  two  questions 
What  can  supervisors  do  to  assist  banks  in  financial  trou¬ 
ble  from  no  fault  of  their  own'?  What  can  supervisors  do 
to  increase  bank  profitability  on  their  own'?  Unfortunate¬ 
ly,  in  both  cases,  the  alternatives  are  limited 
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"The  Supervisory  Dilemma” 


The  wisdom  of  Solomon  —  the  King  of  Ancient  Israel  — 
was  so  great  that  his  name  has  been  used  for  genera¬ 
tions  to  describe  wise  men  generally.  How  did  Solomon 
attain  this  proverbial  reputation?  Well,  for  one  thing  he 
came  up  with  the  idea  of  using  segmentation  as  govern¬ 
ment  policy. 

You  remember  the  story.  Two  women  argued  over  who 
was  the  rightful  mother  of  a  baby.  They  brought  their  dis¬ 
pute  to  the  king  and  petitioned  him  to  decide.  Solomon 
ruled  that  he  would  slice  the  child  in  half  with  a  sword 
and  give  half  to  each  woman.  But  Solomon’s  reputation 
doesn’t  rest  on  that  decision.  Rather,  it  is  based  on  the 
fact  that  he  put  his  own  idea  aside  when  the  true  mother 
protested  that  it  would  kill  the  child  and  agreed  to  drop 
her  claim  —  as  his  knowledge  of  human  nature  led  him 
to  believe  she  would  all  along. 

Although  Solomon  reversed  his  segmentation  decision, 
the  allure  of  segmentation  for  government  policy-makers 
continued  for  ages  —  even  into  modern  times.  In  the 
depths  of  the  Great  Depression,  Congress  saw  fit  to  di¬ 
vide  one  industry  into  two  through  the  Glass-Steagall  Act, 
which  separated  commercial  from  investment  banking. 

The  idea  behind  the  law  was  to  isolate  banking  from  the 
risks  of  commerce  and  thus  ensure  a  stable  source  of 
finance  to  the  commercial  world.  About  the  same  time, 
Congress  gave  the  newly  created  Federal  Home  Loan 
Bank  Board  the  authority  to  grant  federal  charters  to  sav¬ 
ings  and  loan  associations.  And  that  is  the  way  the 
modern  savings  and  loan  association  industry  was  born. 
Congress,  however,  didn't  stop  with  just  acting  as  the 
modern  S&L  industry's  midwife  —  it  intended  that  the  fed¬ 
eral  government  act  as  the  parent  and  guardian  for  the 
industry,  too. 

In  1933,  the  lawmakers  appropriated  $150,000  for  the 
Board  to  "promote,  organize,  and  develop”  a  system  of 
Federal  savings  and  loans.  In  1934,  Congress  appropri¬ 
ated  an  additional  $500,000  for  this  purpose.  And  in  1935, 
the  lawmakers  raised  that  sum  to  $700,000  while  at  the 
same  time  calling  on  the  Board  to  use  the  funds  “impar- 
“  ally  m  the  promotion  and  development  of .  .  .  institutions, 
A/hether  State  or  Federally  chartered.”  In  those  3  years 
of  cr  sis  this  money  enabled  FHLBB  employees  to  travel 
around  the  country  to  encourage  local  business  people 


to  create  federally  chartered  S&Ls  —  and  later  to  pro¬ 
mote  state-chartered  S&Ls  as  well. 

Clearly,  Congress  at  that  time  envisioned  a  formal 
public-private  partnership  with  the  savings  and  loan  in¬ 
dustry  far  closer  than  any  other  partnership  with  private 
financial  institutions  that  had  yet  existed  —  or  ever  would 

—  in  the  American  experience.  With  the  possible  excep¬ 
tion  of  the  Farm  Credit  Administration,  no  other  financial 
institution  regulator  has  ever  been  charged  by  Congress 
with  promoting  and  developing  the  industry  it  supervises. 
Indeed,  the  connection  was  so  close  that  a  noted  histori¬ 
an  of  savings  and  loans  has  commented:  “the  modern 
history  of  the  SLA  industry  is  also  a  history  of  the  FHLBB.” 

The  frequent  assumption,  either  explicit  or  implicit,  in  the 
creation  and  subsequent  governmentally  supported 
growth  of  the  modern  S&L  industry  was  that  a  healthy 
thrift  industry  was  a  prerequisite  of  a  healthy  housing  in¬ 
dustry. 

And  Congress  wanted  —  as  much  as  anything  else  it  has 
ever  wanted  —  a  healthy  housing  industry.  As  a  result, 
the  renowned  political  clout  of  S&Ls  in  Washington  was 
for  decades  a  subject  of  awe  and  frustration  for  their 
banking  counterparts.  Because  of  relative  similarity  of 
S&Ls  in  function  and  business  strategies,  the  industry 
could  quickly  and  easily  mobilize  to  attain  favorable  regu¬ 
lation  and  legislation. 

If  home  ownership  were  the  American  dream,  then  the 
S&L  industry  —  promoted  by  its  public  regulator  and  elo¬ 
quent  advocate,  the  Federal  Home  Loan  Bank  System 

—  would  be  the  public  policy  tool  to  ensure  that  millions 
of  American  families  would  attain  that  dream.  Home 
ownership  came  to  be  seen  in  Washington  not  as  a  luxu¬ 
ry  but  as  a  necessity  of  life,  and  the  S&L  as  the  means 
to  finance  that  necessity. 

One  of  the  more  interesting  aspects  of  human  nature  is 
that  eventually  someone  is  going  to  question  the  old 
assumptions  of  life  and  folklore  particularly  when  money 
is  involved.  Over  the  last  few  years,  as  competition  has 
increased  among  institutions,  all  the  old  certainties  about 
our  financial  institutions  system  have  been  called  into 
question. 


52 


Suddenly,  economists  began  to  question  the  reasoning 
of  Congress  behind  the  separation  of  commercial  and 
investment  banking  brought  about  by  Glass-Steagall. 
They  found  that  commercial  banking  is  at  least  as  risky 
as  investment  banking  and  argued  that  commercial  bank¬ 
ing  could  be  made  less  risky  if  that  separation  were 
erased.  The  reasoning  behind  the  creation  and  promo¬ 
tion  of  a  separate  thrift  industry  also  has  come  under  in¬ 
tense  examination. 

I  am  sure  that  many  of  you  remember  when  Allan  Melt- 
zer,  the  professor  of  political  economy  and  public  policy 
at  Carnegie-Mellon  University,  spoke  to  this  conference 
five  years  ago  and  pointed  out  that  the  assumption  that 
a  healthy  thrift  industry  was  a  prerequisite  for  a  healthy 
housing  industry  was  simply  not  the  case. 

"People  do  not  buy  houses  because  they  can  take  out 
mortgages,"  he  explained.  "They  take  mortgages  be¬ 
cause  they  decide  to  buy  houses.  More  generally,  peo¬ 
ple  do  not  buy  assets  because  they  can  borrow.  They 
borrow  because  they  have  decided  to  hold  assets.” 

The  supply  of  mortgage  money  then,  he  stressed,  tends 
to  shift  the  demand  for  housing  forward  or  backward  in 
time  but  it  has  little  effect  on  the  aggregate  demand  for 
housing  over  time. 

As  a  former  financial  economist  for  the  FHLBB  has  point¬ 
ed  out:  "This  means  that  all  of  the  regulatory  protection 
given  the  thrifts  over  the  years  in  the  name  of  the  hous¬ 
ing  industry  may  have  accomplished  little  for  the  hous¬ 
ing  industry." 

Thus,  the  assumptions  behind  two  relics  of  the  Great 
Depression  —  the  Glass-Steagall  Act  and  the  modern 
savings  and  loan  association  industry  —  have  in  recent 
years  been  turned  on  their  heads.  They  have  been  called 
into  question  because  things  change  —  things  always 
change. 

Glass-Steagall  separation  now  appears  to  concentrate 
risks  to  commercial  banks.  And  S&Ls  now  appear  to  be 
a  mere  appendage  to  rather  than  the  foundation  of  a 
healthy  housing  industry. 

The  solution  to  the  Glass-Steagall  problem  is  simple.  The 
Congress  can  amend  that  law.  Whether,  how  and  when 
it  decides  to  do  so  are  other  questions  of  political  impor¬ 
tance,  but  the  compelling  logic  for  doing  so  is  clear.  And 
there’s  more  than  just  logic  —  there’s  a  financial  neces¬ 
sity  if  the  banking  industry  is  to  remain  competitive. 

The  question  of  where  the  S&L  industry  goes  from  here 
is  much  more  difficult  to  answer. 


The  supervisory  dilemma  we  face  is  how  to  handle  an 
industry  that,  according  to  some  analysts,  no  longer  has 
any  public  policy  reason  for  a  segregated  and  special¬ 
ized  existence.  That  isn’t  to  say  that  the  thrift  industry  has 
no  right  to  exist.  However,  should  it  continue  to  exist  as 
currently  defined  by  law? 

A  special  purpose  industry  has  proven  not  only  to  be  un¬ 
necessary.  In  the  view  of  commentators  such  as  Dr.  Melt- 
zer,  the  creation  of  special  purpose  industries  have  also 
proven  to  be  imprudent. 

The  specialization  that  was  intended  to  protect  thrifts  even¬ 
tually  led  to  many  institutions  sliding  underwater  in  the 
early  1980s  because  they  were  locked  into  a  specialized 
type  of  lending  that,  if  it  were  to  serve  its  purpose,  was 
believed  to  have  to  be  at  fixed  rates.  These  fixed  rates 
brought  the  industry  to  its  knees  and  it  could  not  diversi¬ 
fy.  For  thrifts  as  well  as  for  commercial  banks  the  finan¬ 
cial  services  industry  is  broader  than  home  mortgages, 
automobile  loans,  small  business  loans,  etc. 

In  recognition  of  this,  look  at  what  some  thrifts  have  been 
doing:  offering  full  checking  account  services;  making 
commercial  and  non-housing  related  consumer  loans; 
and  in  general  marketing  themselves  as  banks  —  even 
to  the  extend  to  calling  themselves  banks  —  much  to  the 
distress  of  their  commercial  bank  competitors.  It’s  clear 
to  the  managements  of  many  thrifts  —  as  it  is  clear  to 
the  managements  of  commercial  banks  —  that  diversifi¬ 
cation  in  the  financial  services  industry  offers  the  only 
course  to  long-term  survival. 

I  can  envision  a  day  in  the  not  too  distant  future  when 
the  distinctions  between  S&Ls  and  commercial  banks 
might  no  longer  exist  in  law  and  regulation.  Both  banks 
and  S&Ls  would  operate  under  the  same  rules.  They 
would  be  required  to  meet  the  same  capital  adequacy 
standards.  They  would  be  required  to  meet  the  same 
asset  quality  standards.  They  would  be  required  to  meet 
the  same  basic  examination  and  supervisory  standards. 
Both  banks  and  thrifts  would  be  allowed  to  offer  the  same 
wide  range  of  products  and  services  and  they  would  be 
allowed  to  put  the  shareholders’  capital  funds  —  but  not 
the  depositors'  funds  —  at  risk  in  ventures  outside  their 
traditional  businesses.  In  other  words,  I  believe  that  in  the 
future,  banks  and  thrifts  may  be  liberated  from  narrow 
specialization  imposed  on  them  by  the  government. 

In  fact  I  believe  they  both  must  be  liberated  from  this  nar¬ 
row  specialization  to  survive  in  a  marketplace  that  grows 
ever  more  competitive. 

If  this  liberation  is  to  be  allowed,  it  must  be  done  with  the 
proper  safeguards  to  the  insured  deposit-taking  function 
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The  ability  to  obtain  federally  insured  deposits  is  the 
aspect  of  both  banks  and  thrifts  that  makes  them  unique 
among  financial  services  providers.  And  that  is  the  rea¬ 
son  for  erecting  governmentally  imposed  safeguards  to 
protect  the  depositors  in  those  institutions  and  the  funds 
that  insure  them. 

But  while  safeguarding  these  institutions,  government 
policy  must  recognize  the  market  demand  for  financial 
services  —  and  allow  banks  and  thrifts  to  serve  that  de¬ 
mand.  It  will  take  some  time  to  get  there  —  but  I  believe 
this  future  might  eventually  materialize  if  the  S&L  indus¬ 
try  isn’t  overwhelmed  by  a  crisis  in  the  meantime. 

Unfortunately,  the  modern  S&L  industry  as  an  industry 
is  facing  its  greatest  crisis  since  1933.  In  the  face  of  this 
crisis,  the  S&L  industry's  political  cohesion  seems  to  have 
disintegrated. 

This  group  is  well  informed  about  the  problems  of  FSLIC 
and  the  thrift  industry,  so  I  will  not  dwell  on  the  need  for 
FSLIC  recapitalization.  The  Administration,  the  FHLBB, 
the  thrift  industry  and  Congress  all  recognized  this  need 
over  10  months  ago.  The  Treasury  Department  was  asked 
to  develop  a  recapitalization  plan  and  it  worked  closely 
with  the  FHLBB  and  Congress  to  do  so.  Under  Secre¬ 
tary  of  the  Treasury  George  Gould  presented  the  details 
of  the  plan  to  Congress  last  May. 

Although  the  majority  of  the  members  of  Congress  sup¬ 
ported  this  flexible,  industry-based,  free  enterprise  solu¬ 
tion,  the  legislation  just  missed  being  passed  during  the 
closing  hours  of  the  99th  Congress  because  controver¬ 
sial  amendments  were  attached  to  the  plan. 

I  urge  you,  as  key  representatives  of  the  thrift  industry, 
to  support  strongly  the  Administration’s  efforts  to  assure 
the  passage  of  a  clean  FSLIC  recapitalization  plan  early 
in  1987.  After  all,  you  in  the  industry  will  be  the  primary 
beneficiaries  of  the  recapitalization  plan.  Reducing 
FSLIC 's  resolution  costs,  for  example,  ultimately  saves  you 
money.  And,  as  you  well  know,  public  concern  about  the 
20  percent  of  the  industry  that  is  in  trouble  and  the  scarce 
resources  of  the  insurance  fund  is  raising  the  cost  of 
deposits  for  healthy  thrifts. 

To  the  extent  that  it  raises  the  cost  for  thrifts,  it  raises  the 
cost  for  banks,  too,  since  they  compete  with  thrifts  for 
funds  And  the  result  is  narrower  spreads  for  both  types 
of  financial  institutions. 

In  addition  the  special  assessment  that  every  FSLIC  in¬ 
sured  institution  must  pay  will  most  likely  be  continued 
indefinitely  if  the  recapitalization  plan  is  not  adopted.  The 


recapitalization  plan,  on  the  other  hand,  includes  a 
gradual  phasing  out  of  the  special  premium. 

Another  real  concern  in  the  absence  of  a  FSLIC  recapitali¬ 
zation  plan  is  the  desire  of  the  Savings  and  Loan  Com¬ 
mittee  of  the  American  Institute  of  Certified  Public  Accoun¬ 
tants  to  require  thrifts  to  write  down  the  secondary  reserve 
account  on  their  books.  This  would  represent  an  $800 
million-plus  hit! 

Finally,  pressure  for  a  merger  of  the  FSLIC  insurance  fund 
with  the  FDIC  insurance  fund  is  likely  to  develop  if  Con¬ 
gress  delays  adoption  of  the  recapitalization  plan  AND 
the  only  other  source  of  funds  to  preserve  public  confi¬ 
dence  is  direct  government  assistance.  Using  taxpayer 
revenues  to  assist  the  thrift  industry  would  most  certainly 
require  dramatic  reform  and  reorganization  of  the  feder¬ 
al  deposit  insurance  system,  and  merging  the  funds 
would  be  a  critical  component  of  such  reform. 

Some  well-capitalized  thrift  institutions  oppose  the  FSLIC 
recapitalization  plan  because  it  will  cost  them  money.  No 
one  likes  a  plan  that  costs  some  of  the  participants  money. 
But  if  the  recapitalization  plan  isn’t  approved,  it  could  cost 
them  much  more  money. 

|f  the  thrift  industry  has  any  chance  of  surviving  —  even 
surviving  through  a  period  of  transition  to  a  time  when 
all  financial  institutions  compete  on  the  same  terms  — 
the  thrift  industry  must  play  a  role  in  the  solution  of  the 
FSLIC  problem.  Not  only  does  this  mean  strong  support 
for  the  quick,  clean  passage  of  the  FSLIC  recapitaliza¬ 
tion  plan,  it  also  calls  for  a  realistic  recognition  that  more 
capital  must  be  brought  into  the  industry  by  making  the 
purchase  of  ailing  S&Ls  more  attractive  to  a  broader 
range  of  firms. 

To  play  a  role  in  the  solution  of  the  FSLIC  problem,  the 
S&L  industry  must  be  politically  cohesive.  And  I  believe 
that  cohesion  will  occur  once  you  recognize  that  you  have 
no  alternative. 

You  find  yourselves,  as  an  industry,  in  the  same  position 
as  the  mountain  climber  who  slipped  off  the  peak  of  a 
very  high  mountain  and  was  falling  toward  certain  death. 
Suddenly,  he  grabbed  an  outcropping  of  bush  and  held 
on  for  dear  life.  He  called  out,  “Help.  Help.  Is  there  any¬ 
one  up  there  to  help  me?"  He  heard  a  voice  say,  “I’m 
up  here."  The  mountain  climber  asked:  “Who  are  you?” 
And  he  heard  the  voice  say,  “lam  the  Lord.  Do  you  be¬ 
lieve?”  And  the  man  said:  “Help  me.  Help  me.  I  believe. 

I  believe."  And  the  voice  said:  “If  you  believe,  let  go" 
There  was  a  minute  of  silence  and  then  the  mountain  clim¬ 
ber  screamed  out,  “Is  there  anyone  else  up  there?" 


54 


In  my  view,  the  S&L  industry  is  poised  over  an  abyss.  You 
may  not  like  the  FSLIC  recapitalization  plan  —  and  some 
of  the  well-capitalized  S&Ls,  for  perfectly  understanda¬ 
ble  reasons,  don’t  relish  the  idea  of  letting  go  some  of 
their  own  resources  to  help  the  insurance  fund.  But  it  is 
the  only  source  of  help  open  to  the  industry.  Maybe 
recapitalization  isn’t  the  perfect  solution  but  I  suggest  that 
it  is  the  only  responsible  way  to  solve  the  problem. 

A  taxpayer  bail-out  of  the  S&L  industry  is  neither  fair  nor 
politically  possible.  And  a  merger  of  the  two  insurance 
funds  would  and  should  end  any  separate  distinction 
S&Ls  have.  In  other  words,  if  the  funds  are  forced  to 
merge,  some  S&Ls  would  be  able  to  make  it  as  commer¬ 
cial  banks  —  and  many  more  would  not.  There  would 


likely  be  no  phase-in  to  FDIC  standards.  And  there  is  no 
need  to  remind  you  that  no  legislative  language  charges 
the  FDIC  with  promoting  or  developing  the  institutions 
its  supervises  or  insures. 

In  the  short  term,  the  recapitalization  plan  is  an  emergen¬ 
cy  response  to  an  emergency  condition.  In  the  long  term, 
the  recapitalization  plan  is  an  expedient  to  buy  time  so 
that  the  institutions  that  make  up  the  S&L  industry  can 
at  least  have  an  opportunity  to  determine  their  own  future. 

The  modern  S&L  industry  was  born  in  crisis.  I  know  you 
join  with  me  in  the  hopes  that  it  won’t  die  in  one.  I  don’t 
believe  you  have  to  have  the  wisdom  of  Solomon  to  un¬ 
derstand  where  your  best  interests  lie. 
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Interpretive  Letters  and  Investment  Securities  Letters 


Interpretive  Letters— October  15  to  December  15,  1986 


Topic 

Laws 

12  U.S.C.  24  (7) 

12  U.S.C.  36  .  . 
12  U.S.C.  81  .  . 
12  U.S.C.  92a  . 
12  U.S.C.  371  .  . 
12  U.S.C.  371c  . 
15  U.S.C.  78  .  . 
15  U.S.C.  634  . 
15  U.S.C.  636  . 


Letter  No. 


368,  369,  370, 
372,  373 
370,  371 
370,  371 

370 
368 
374 

371 
373 
373 


Regulations 

12  C.F.R.  5.34  .  369,  370,  371 

12  C.F.R.  7.3400  .  368 

Subject 

Title  insurance . 368 
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Interpretive  Letters 

368— July  11,  1986 


This  is  in  response  to  your  request  for  an  opinion  as  to 
whether  your  client,  ***  (Bank),  or  its  operating  subsidi¬ 
ary  may  perform  certain  activities  related  to  the  sale  of 
title  insurance.  From  correspondence  and  conversation 
with  you,  it  is  our  understanding  that  the  Bank  is  seeking 
permission  to  engage  in  the  following  three  activities:  to 
act  as  agent  in  the  sale  of  title  insurance,  to  enter  into 
a  percentage  lease  and  employee  sharing  arrangement 
with  a  title  insurance  agency,  and  to  acquire  a  franchise 
from  a  title  insurance  agency  to  prepare  and  distribute 
commitments  and  policies  for  title  insurance. 

In  order  not  to  delay  any  further  our  response,  you 
agreed,  in  a  discussion  with  Nancy  E.  Chase,  an  attor¬ 
ney  with  this  Office,  to  limiting  your  request  at  this  time 
to  the  first  activity  listed,  with  the  Office  giving  you  general 
information  regarding  the  permissibility  of  engaging  in 
the  remaining  activities.  This  procedure  would  avoid  your 
supplying  the  Office  with  specific  information  regarding 
the  contractual  arrangements  contemplated  under  the 
second  two  proposals  —  information  that  the  Office  would 
need  in  analyzing  the  activities  and  that  Ms.  Chase  un¬ 
derstood  was  not  currently  available. 

Background 

Title  insurance  is  a  unique  type  of  insurance.  Its  purpose 
is  to  reduce  the  risk  of  loss  resulting  from  title  defects  or 
encumbrances  existing  on  property  at  the  time  the  poli¬ 
cy  is  issued.  It  does  not  protect  the  insured  from  events 
that  happen  after  the  contract  is  written. 

Title  insurance  can  protect,  generally  through  separate 
policies,  both  the  owners  of  the  property  and  the  mort¬ 
gagee.  Different  policy  forms  are  required  because  an 
owner  and  a  lender  are  exposed  to  somewhat  different 
title  risks.  The  owner’s  policy  protects  the  ownership  in¬ 
terest  or  right  of  possession  in  the  property.  Thus,  it  is 
ordinarily  issued  in  an  amount  equal  to  the  purchase 
price.  The  lender’s  policy  protects  the  lender’s  security 
interest  in  the  land  securing  the  repayment  of  principal 
and  interest.  It  ensures  that  the  lien  has  been  validly  creat¬ 
ed  by  the  owner  of  the  mortgaged  land,  that  it  is  enforce¬ 
able  in  the  event  of  default,  and  that  the  lien  has  the  po¬ 
sition  of  priority  of  claim  on  the  land  as  shown  in  the  policy. 
Consequently,  the  lender's  policy  generally  covers  only 
the  amount  of  the  mortgage  loan  outstanding. 

Title  insurance  is  written  on  an  individual  basis  and  in 
group  or  franchise  form  for  the  convenience  of  large  users 
of  title  insurance  policies,  e.g.,  lending  institutions.  Group 
policies  are  simply  facilitative  arrangements  under  which 
a  master  policy  is  used  to  spell  out  the  insurance  clause 


and  the  various  policy  provisions.  Each  title  or  risk  is  then 
covered  by  a  certificate,  once  the  title  insurer  has  had 
the  opportunity  to  underwrite  it.  Group  policies  also  are 
often  used  in  connection  with  credit  life  insurance  offered 
by  a  lender. 

After  application  is  made  for  title  insurance,  the  first  docu¬ 
ment  the  applicant  and  other  interested  persons  receive 
is  one  which  summarizes  the  underwriter’s  evaluation  of 
title  based  on  the  search  and  examination  of  title.  This 
document  is  commonly  known  as  a  title  insurance  com¬ 
mitment.  Its  function  is  to  begin  the  sale  or  loan  ‘‘clos¬ 
ing’’  process. 

In  addition  to  summarizing  the  condition  of  title,  the  com¬ 
mitment  provides  a  correct  legal  description  of  the  land 
involved,  identifies  the  specific  form  of  policy  or  policies 
the  insured  is  prepared  to  issue,  the  amount  of  insurance 
requested,  the  standard  and  special  exceptions  which 
will  appear  in  the  policy  or  policies  (unless  removed  be¬ 
fore  closing)  and,  in  most  locations,  a  brief  description 
of  the  legal  instrument  required  to  create  the  estate  or 
interest  to  be  insured.  The  closing  agent  (an  attorney,  an 
escrow  company,  or  an  escrow  department  of  a  title  com¬ 
pany  or  bank)  is  responsible  for  coordination  among  the 
parties,  compliance  with  all  closing  instructions  received 
from  the  parties,  proper  handling  of  all  legal  documents 
and  funds  involved  in  consummating  the  transaction,  and, 
finally,  obtaining  a  title  insurance  policy  for  each  party  to 
be  insured  which  complies  in  form  and  content  with  the 
previously  established  requirements  of  the  insured. 

You  stated  in  your  letter  that  as  part  of  their  ordinary  duties 
when  making  loans  secured  by  real  property,  loan  officers 
of  the  Bank  frequently  have  prepared  and  reviewed  for 
them,  or  themselves  review,  abstracts  of  title  and  legal 
title  opinions  concerning  the  real  property  to  be  mort¬ 
gaged.  You  observed  that  these  duties  are  substantially 
identical  to  the  duties  performed  by  a  title  insurance  com¬ 
pany  or  agency  when  it  prepares  a  title  insurance  com¬ 
mitment  and  policy. 

Because  of  the  importance  to  a  bank  of  protecting  its 
security  interest  in  its  mortgaged  property,  it  is  not  sur¬ 
prising  that  banks  and  trust  companies  were  closely  as¬ 
sociated  with  the  title  insurance  business  from  its  incep¬ 
tion  at  the  end  of  the  nineteenth  century  until  the 
Depression.  See  generally  Smith,  Evolution  of  the  Title 
Policy ,  Title  News  (February  1976).  In  discussing  the  rela¬ 
tionship  between  the  growth  of  the  title  insurance  indus¬ 
try  and  the  demand  by  lending  institutions  for  insurance 
to  protect  real  estate  mortgage  loans,  H  M.  Johnson,  in 
his  article  "The  Nature  of  Title  Insurance,"  notes  that  the 
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lending  and  insurance  functions  both  were  offered  origi¬ 
nally  by  banks  At  one  time  title  insurance  companies 
were  departments  in  banking  institutions,  and  their  oper¬ 
ations  were  an  integral  part  of  the  money  lending  appara¬ 
tus.  See  Johnson,  "The  Nature  of  Title  Insurance,”  33 
J  Risk  &  Ins.  393,  393  (1966).  Likewise,  in  a  book  on  title 
insurance,  this  combination  of  banking  and  title  insurance 
is  again  mentioned:  "The  majority  of  the  early  ventures 
into  title  insurance  were  made  by  banks  and  trust  com¬ 
panies  who  combined  the  title  insurance  function  with 
the  lending  of  mortgage  money.”  See  Title  Insurance 
Companies  (Philo  Smith  publ.).  See  also  Public  Regula¬ 
tion  of  Title  Insurance  Companies  and  Abstracters 
0.10-0.30  (Villanova  Press,  E.F.  Roberts  ed.  1961)  (“Vil- 
lanova  Treatise”). 

The  first  title  insurance  policy  was  issued  in  Philadelphia 
in  1876  by  The  Real  Estate  Title  Insurance  and  Trust  Com¬ 
pany.  More  title  insurance  companies  were  established 
soon  thereafter  —  “practically  all  of  which  consisted  of 
title  insurance  departments  of  banks  and  trust  compa¬ 
nies.”  Villanova  Treatise  at  14  n.2.  It  is  said  that  "within 
the  following  fifty  years  practically  every  bank  and  trust 
company  in  Philadelphia  had  its  affiliated  title  department 
which  examined  and  insured  or  guaranteed  the  title  in 
real  estate  acquired  with  the  bank’s  own  funds  or  for  the 
account  of  its  trust  estates  or  its  customers.”  Id. 

As  a  result  of  failures  of  banks  and  mortgage  guarantee 
companies  during  the  Depression,  many  title  companies 
were  divested  and  independent  title  companies  involved 
only  in  the  title  insurance  business  were  organized.  Most 
states  now  restrict  banks  from  engaging  in  title  insurance, 
see  Memorandum  to  Board  of  Governors  of  the  Federal 
Reserve  System  from  Federal  Reserve  Bank  of  Philadel¬ 
phia  (August  31,  1973)  (Provident  National  Corp.  appli¬ 
cation  to  retain  ownership  of  a  title  insurance  company); 
however,  corporations  may  still  be  formed  in  a  number 
of  states,  including  Oklahoma,  to  engage  in  both  title  in¬ 
surance  and  trust  business.1  See  Okla.  Stat.  Ann.  tit.  6, 
§  1001A(20)  (West  1984).  In  addition,  an  operating  sub¬ 
sidiary  of  a  savings  and  loan  association  may  act  as  an 
agent  or  broker  for  title  insurance.  See  12  C.F.R.  § 
545.74(c)(5)(ii). 

Although  title  insurance  companies  now  tend  to  be  in¬ 
dependent  of  banks,  there  remains  a  close  relationship 
between  certain  banking  functions  and  the  title  insurance 
business.  For  example,  title  insurance  companies  may 
perform  functions  similar  to  those  of  banks,  such  as  deal- 


?  <5  the  position  of  the  Office  that  since  national  banks  are  federal  in¬ 
strumentalities  federal  law  controls  what  insurance  activities  are  per- 
rr  ssible  'herefore.  although  the  reach  of  the  McCarran  Ferguson  Act, 
15  U  SC  h  1011  et  seq  giving  states  the  authority  to  regulate  "the 
bus^ess  of  nsurance'  /vithm  their  borders  is  somewhat  uncertain,  na- 
’'Or  ai  oank.s  A/ouid  not  be  prohibited  from  selling  title  insurance  even 
f  fhe  activity  s  impermissible  for  state  banks 


mg  in  mortgage  loans,  and,  depending  upon  state  law, 
acting  as  transfer  agents  and  engaging  in  the  trust 
business. 

Furthermore,  as  mentioned  above,  title  insurance  is  often 
purchased  in  conjunction  with  the  granting  of  a  mortgage 
loan.  In  addition  to  performing  a  credit  analysis,  a  bank 
must  review  the  title  insurance  documents  prior  to  grant¬ 
ing  a  loan  to  be  sure  that  its  security  interest  in  the 
property  will  be  protected.  In  cases  where  banks  con¬ 
duct  “closings”  for  customers,  review  by  the  bank  of  title 
insurance  policies  takes  on  added  importance  since  the 
bank  also  must  confirm  that  the  policy  complies  with  the 
borrower’s  previously  established  requirements. 

Thus,  it  is  important  for  banks  to  be  familiar  with  title  in¬ 
surance  procedures  in  connection  with  their  mortgage 
lending  activities.  The  experience  gained  in  reviewing  title 
insurance  documents  gives  national  banks  the  expertise 
necessary  to  perform  related  agency  activities.  Although 
banks  may  have  developed  expertise  in  the  title  insurance 
business,  the  authority  of  national  banks  to  act  as  agents 
in  the  sale  of  title  insurance  must  also  be  established. 

Opinion 

The  National  Bank  Act  provides  that  national  banks  shall 
have  the  power: 

To  exercise  ...  all  such  incidental  powers  as  shall  be 
necessary  to  carry  on  the  business  of  banking;  by 
discounting  and  negotiating  promissory  notes,  drafts, 
bills  of  exchange  and  other  evidences  of  debt;  by 
receiving  deposits;  by  buying  and  selling  exchange, 
coin  and  bullion;  by  loaning  money  on  personal 
security  ....  (12  U.S.C.  §  24  (7).) 

Since  national  banks  are  not  expressly  authorized  to  sell 
title  insurance,  in  order  for  them  to  engage  in  that  activi¬ 
ty,  the  activity  must  be  incidental  to  the  business  of  bank¬ 
ing.  Recently,  the  Court  of  Appeals  for  the  First  Circuit 
enumerated  a  test  to  be  used  in  determining  whether  a 
given  activity  is  incidential  to  the  business  of  banking.  In 
Arnold  Tours,  Inc.  v.  Camp,  which  invalidated  an  OCC 
interpretive  ruling  authorizing  national  banks  to  run  trav¬ 
el  agencies,  the  court  stated  that: 

a  national  bank’s  activity  is  authorized  as  an  inciden¬ 
tal  power,  "necessary  to  carry  on  the  business  of 
banking,”  within  the  meaning  of  12  U.S.C.  §  24, 
seventh,  if  it  is  convenient  or  useful  in  connection  with 
the  performance  of  one  of  the  bank’s  established  ac¬ 
tivities  pursuant  to  its  express  powers  under  the  Na¬ 
tional  Bank  Act.  (472  F.2d  427,  432  (1st  Cir.  1972).) 

Accordingly,  under  the  Arnold  Tours  test,  for  an  activity 
to  be  incidental  to  the  business  of  banking,  it  must  be 
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connected  to  the  performance  by  the  bank  of  its  express 
powers. 

This  Office  views  the  Arnold  Tours  test  as  too  restrictive. 
Other  courts  have  used  broader  and  more  realistic  stan¬ 
dards,  such  as  finding  the  activity  in  question  similar  to 
a  permitted  activity  and  not  prohibited  by  statute,  Miller 
v.  King ,  223  U.S.  505  (1912);  Wyman  v.  Wallace ,  201  U.S. 
230  (1906);  finding  that  banks  have  traditionally  engaged 
in  similar  activities,  Colorado  National  Bank  v.  Bedford , 
310  U.S.  41  (1940);  IBAA  v.  Heimann ,  613  F.2d  1164  (D.C. 
Cir.  1979);  finding  that  the  activity  is  useful  and  convenient 
to  the  bank  in  the  current  competitive  climate,  First  Na¬ 
tional  Bank  v.  Hartford ,  273  U.S.  548  (1927);  Colorado  Na¬ 
tional  Bank  v.  Bedford,  supra;  Franklin  National  Bank  v. 
New  York,  347  U.S.  373  (1954);  or  finding  that  the  pro¬ 
posed  service  is  a  convenience  to  its  customers,  Clement 
National  Bank  v.  Vermont,  231  U.S.  1290  (1913). 

However,  the  Arnold  Tours  test  has  been  cited  with  ap¬ 
proval  by  courts  in  both  the  Second  and  Ninth  Circuits. 
See  National  Retailer  Corp.  v.  Valley  National  Bank,  590 
F.2d  315  (9th  Cir.  1979);  M&M  Leasing  v.  Seattle  First  Na¬ 
tional  Bank,  563  F.2d  1377  (9th  Cir.  1977);  Guaranty  Mort¬ 
gage  Co.  v.  ZID  Associates,  506  F.  Supp.  101  (S.D.N.Y. 
1980). 

By  applying  the  several  standards  cited  above,  includ¬ 
ing  the  more  restrictive  Arnold  Tours  test,  it  can  be  con¬ 
cluded  that  the  sale  of  title  insurance  by  national  banks 
in  an  agency  capacity  is  incidental  to  banking  under  12 
U.S.C.  §  §  24(7)  and  371. 2  As  you  may  be  aware,  the  Office 
has  not  in  the  past  objected  to  national  banks  offering 
title  insurance  as  agents.  However,  the  rationale  for  the 
Office’s  position  has  only  been  alluded  to  briefly  in  earli¬ 
er  opinion  letters.  Consequently,  it  is  appropriate  to  set 
forth  our  reasoning  in  more  detail  at  this  time. 

Pursuant  to  12  U.S.C.  §  371,  national  banks  are  express¬ 
ly  authorized  to  "make,  arrange,  purchase  or  sell  loans 
or  extensions  of  credit  secured  by  liens  on  interests  in 
real  estate  Since  banks  make  substantial  loans  on 
the  security  of  the  real  property  being  purchased,  it  is 
important  that  banks  ensure  that  they  have  a  valid  lien 
on  the  property  that  would  not  be  affected  by  unknown 
encumbrances.  A  bank  must  rely  on  the  integrity  of  its 
interest  in  the  real  property  securing  the  mortgage  loan 
should  the  borrower  become  unable  to  meet  scheduled 


2lt  has  been  the  longstanding  position  of  the  Office  that  a  national  bank 

which  holds  a  group  insurance  policy  is  acting  as  a  policyholder  not 
as  an  agent  for  the  insurer.  Consequently,  if  a  bank  offers  group  insur¬ 
ance  related  to  bank  loans,  the  activity  is  permissible  under  12  U.S.C 
§  24(7)  and  does  not  raise  the  legal  concerns  addressed  in  Saxon  v. 
Georgia  Association  ot  Independent  Insurance  Agents  399  F.2d  1010 
(5th  Cir  1968).  Therefore,  the  Bank  may  offer  its  customers  title  insur¬ 
ance  coverage  under  a  group  policy  arrangement  where  the  Bank  holds 
the  master  policy  without  concern  for  any  possible  inconsistency  with 
12  U.S  C  §  92  and  the  Saxon  ruling 


payments  of  principal  and  interest.  To  conform  with  pru¬ 
dent  banking  practices,  banks  often  require  title  insurance 
coverage  to  protect  themselves  against  contingencies 
that  would  prevent  the  bank  from  being  able  to  foreclose 
on  the  collateral. 

In  addition,  banks  often  sell,  in  the  secondary  market,  the 
mortgage  loans  they  have  made.  In  order  to  provide  for 
the  saleability  of  these  loans,  banks  generally  require  the 
borrower  to  obtain  title  insurance  on  the  mortgaged 
property.  Therefore,  permitting  national  banks  to  act  as 
agents  in  the  sale  of  title  insurance  in  connection  with  real 
estate  loans  made  by  the  banks  would  be  convenient  and 
useful  to  the  banks  and  to  their  customers.  Title  insurance 
is  also  important  to  bank  customers  to  protect  their  own 
interests  in  the  mortgaged  property.  It  would  be  con¬ 
venient  and  useful  to  the  customers  to  be  able  to  discuss 
title  insurance  coverage  and  purchase  the  policy  at  the 
same  time  the  customer  negotiates  a  real  property  loan 
at  the  bank.3 

Furthermore,  the  convenience  and  usefulness  of  permit¬ 
ting  the  bank  to  conduct  the  agency  activity  is  evident 
from  banks’  current  involvement  with  title  insurance  poli¬ 
cies.  The  agency  activity  would  be  merely  an  extension 
of  or  logical  complement  to  the  review  of  abstracts  of  title, 
legal  title  opinions,  and  title  insurance  commitments  that 
banks  conduct  prior  to  granting  a  loan  or  conducting  a 
closing  for  a  borrower.  Accordingly,  banks  already  have 
the  expertise  to  perform  the  agency  activities  and  would 
be  able  to  benefit  financially  from  authorization  to  enter 
into  agency  relationships  with  title  insurance  companies 
and  to  collect  commissions  for  performing  the  services. 

In  addition,  banks  traditionally  have  been  involved  in  the 
title  insurance  business.  Indeed,  as  discussed  above,  title 
insurance  originated  from  and  was  offered  in  conjunc¬ 
tion  with  the  real  estate  lending  activities  of  banks  and 
trust  companies  from  the  1870’s  until  the  Depression  of 
the  1930’s.  In  this  respect,  title  insurance  resembles  credit 
life  insurance,  the  sale  of  which  was  considered  by  the 
court  in  IBAA  v.  Heimann,  613  F.2d  1164  (D.C.  Cir.  1979), 
cert,  denied,  449  U.S.  823  (1980),  to  be  a  traditional  bank 
practice  connected  to  an  extension  of  credit  and,  thus, 
a  permissible  bank  activity. 

Moreover,  savings  and  loan  associations  are  authorized 
by  regulation  to  act  as  agents  in  the  sale  of  title  insur¬ 
ance.  Authorizing  the  activity  for  national  banks  would 
enable  them  to  compete  in  an  increasingly  competitive 
financial  services  market.  The  Office  has  recognized  in 
its  analyses  of  competitive  markets  when  considering 

Arrangements  under  which  banks  are  authorized  both  to  make  loans 
and  otter  insurance  related  to  the  credit  may  raise  the  issue  ot  the  poten 
tiai  tor  illegal  tie-ins.  It  is  the  opinion  of  this  Office  that  12  U  SC  I  1972 
and  Federal  antitrust  law  are  sufficient  protection  against  this  practice 
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bank  merger  applications  and  in  its  review  of  state 
branching  provisions  when  analyzing  branch  applications 
that  savings  and  loans  offer  many  of  the  same  services 
and  perform  many  of  the  same  functions  as  national 
banks.  In  fact,  commercial  banks  and  savings  and  loans 
are  the  two  largest  providers  of  mortgage  loans.  See  Fed¬ 
eral  Reserve  Bulletin  A39  (January  1986).  Therefore,  since 
national  banks  and  savings  and  loan  associations  are  in¬ 
creasingly  servicing  the  same  markets,  national  banks 
should  not  be  disadvantaged  as  to  savings  and  loans  by 
being  prohibited  from  selling  title  insurance. 

Finally,  title  insurance,  as  pointed  out  above,  is  a  unique 
form  of  insurance.  It  is  sufficiently  unlike  life,  property,  and 
casualty  insurance  to  justify  treating  it  differently  from 
these  forms  of  insurance  for  regulatory  purposes.  As  a 
result,  its  specialized  nature  distinguishes  it  from  the 
broad  forms  of  insurance  at  issue  in  the  Saxon  case  and 
brings  it  within  the  rationale  applied  to  credit  life  insur¬ 
ance  in  I  BAA  v.  Heimann. 

Despite  the  persuasiveness  of  the  incidental  powers  anal¬ 
ysis  under  12  U.S.C.  §  §  24(7)  and  371,  the  plaintiff  in  IBAA 
v.  Heimann  argued  that  Saxon  stood  for  the  proposition 
that  national  banks'  incidental  powers  are  limited  to  those 
permitted  under  12  U.S.C.  §  92.  The  court  rejected  this 
argument.4 

In  IBAA  v.  Heimann ,  the  court  expressly  stated  that  the 
sale  of  credit  life  insurance  is  permissible  under  the  in¬ 
cidental  powers  clause  of  12  U.S.C.  §  24(7)  since  it  only 
serves  to  protect  bank  loans  and  its  sale  by  banks  is  a 
traditional  banking  practice.  See  IBAA  v.  Heimann ,  613 
F.2d  at  1168,  1170.  Furthermore,  the  court  pointed  out  that 
the  Saxon  opinion  can  be  distinguished  since  Saxon  in¬ 
volved  the  bank's  authority  to  sell  broad  forms  of  automo¬ 
bile,  home,  casualty,  and  liability  insurance,  not,  as  in  the 
case  of  credit  life,  "a  limited  special  type  of  coverage  writt- 
ten  to  protect  loans.”  Id.  at  1170. 

Since  title  insurance  is  a  specialized  form  of  insurance 
traditionally  offered  by  banks,  is  related  to  extensions  of 
credit  by  a  bank,  and  its  sale  does  not  involve  a  bank 
acting  as  agent  for  broad  forms  of  insurance  products, 
the  proposed  activity  is  consistent  with  the  principles 
enunciated  in  IBAA  v  Heimann.  Therefore,  based  on  the 
opinion  of  the  court  in  IBAA  v.  Heimann  and  for  the  rea¬ 
sons  discussed  above,  it  is  my  opinion  that  the  Bank  may 
act  as  agent  in  the  sale  of  title  insurance  incidental  to  its 
express  authority  to  make  loans  secured  by  real  property. 

If  the  Bank  intends  to  conduct  the  title  insurance  agency 
activities  m  an  operating  subsidiary,  you  should  follow  the 


recent  Eighth  Circuit  opinion  suggested  in  a  footnote  that  "there 
s  -i  strong  argument  that  Saxon  //as  wrongly  decided  "  See  Indepen 
r:utanr.e  Agents  of  America  Inc  v  Board  ot  Governors  of  the 
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notification  procedures  under  12  C.F.R.  §  5.34  to  inform 
the  Office  of  such  intent. 

In  regard  to  the  remaining  activities  proposed  in  your  re¬ 
quest  letter,  I  offer  some  suggestions  which  may  be  help¬ 
ful  in  structuring  the  arrangements  with  an  outside  title 
insurance  agency  in  such  a  way  as  to  comply  with  the 
laws  applicable  to  national  banks.  The  Office  would  not 
object  in  principle  to  the  Bank  performing  the  proposed 
clerical  services.  Such  services,  as  you  have  described 
them,  including  obtaining  an  updated  abstract  and  title 
opinion,  noting  exceptions  and  fulfilling  requirements,  or 
having  requirements  fulfilled,  as  set  out  in  the  title  opin¬ 
ion,  and  preparing  a  preliminary  title  insurance  commit¬ 
ment  and  a  final  title  insurance  policy,  appear  to  be  in¬ 
cidental  to  the  functions  involved  in  preparing  loan 
documentation  prior  to  closing  on  a  mortgage  loan.  Cer¬ 
tain  additional  issues  may  be  raised,  however,  when  the 
clerical  services  are  performed  in  conjunction  with  other 
arrangements. 

Under  your  second  proposal,  the  Bank  would  enter  into 
a  percentage  lease  and  employee  sharing  arrangement 
with  a  title  insurance  agency.  As  you  mentioned  in  your 
letter,  the  Office  has  approved  arrangements  in  which  na¬ 
tional  banks  lease  excess  office  space  to  insurance  agen¬ 
cies  on  a  percentage  lease  basis.  See  Letter  from  Brian 
W.  Smith,  Chief  Counsel  (OCC  Interpretive  Letter  No.  274, 
December  2,  1983),  reprinted  In  [1983-1984  Transfer 
Binder]  Fed.  Banking  L.  Rep.  (CCH)  1  85,438.  However, 
you  should  be  aware  that  if  the  percentage  required 
under  the  lease  is  unusually  high  an  inference  of  part¬ 
nership  may  arise.  This  concern  is  discussed  in  Letter  No. 
274. 

Also,  since  you  state  that  the  Bank  will  be  performing  cler¬ 
ical  services  for  the  title  insurance  agency  in  office  space 
leased  to  the  agency  by  the  Bank,  a  partnership  or  joint 
venture  may  be  created  if  the  persons  performing  the 
clerical  services  are  considered  to  be  dual  employees 
of  the  Bank  and  the  insurance  agency.  Although  the 
Office  has  permitted  national  banks  to  engage  in  certain 
partnerships,  such  participation  raises  significant  legal, 
policy,  and  prudential  concerns.  Thus,  the  Office  would 
want  to  review  the  particular  contractual  arrangements 
prior  to  the  Bank’s  beginning  operations  under  the  sec¬ 
ond  proposal.  I  am  enclosing  an  OCC  opinion  letter  relat¬ 
ed  to  a  percentage  lease  and  employee  sharing  program 
to  assist  you  in  structuring  your  arrangement. 

Your  third  proposal  involves  the  Bank  acquiring  a  fran¬ 
chise  from  a  title  insurance  agency  to  prepare  and  dis¬ 
tribute  commitments  and  policies  for  title  insurance.  The 
Office  has  not  taken  a  position  on  whether  national  banks 
are  authorized  to  enter  into  franchise  agreements.  How¬ 
ever,  since  the  term  "franchise''  seems  to  be  used  to 
describe  various  business  arrangements,  there  does  not 
appear  to  be  a  consistently  applied  definition  on  which 
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to  base  an  opinion  that  would  be  applicable  in  all  cases. 
As  a  result,  as  you  indicated  in  your  letter,  the  exact  na¬ 
ture  of  the  franchisor/franchisee  relationship  must  be  de¬ 
termined  on  a  case-by-case  basis.  Thus,  if  the  Bank  de¬ 
cides  to  enter  into  a  franchise  arrangement,  the  Office 
would  also  want  to  review  the  terms  of  the  contract  to  de¬ 
termine  if  the  arrangement  would  be  permissible. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 

369— September  25,  1986 

Mr.  Ronald  C.  Mayer 

Vice  President  &  Senior  Associate  Counsel 
The  Chase  Manhattan  Bank,  N.A. 

1  Chase  Manhattan  Plaza 
New  York,  New  York  10081 

Re.  Chase  Manhattan  Service  Corporation/CS  Leasing 
Partners 

Dear  Mr.  Mayer: 

This  concerns  the  notification  by  The  Chase  Manhattan 
Bank,  N.A.,  (Bank)  of  its  intent  to  expand  the  activities 
of  an  existing  wholly  owned  operating  subsidiary,  Chase 
Manhattan  Service  Corporation  (Subsidiary).  The  Subsidi¬ 
ary  currently  engages  in  acquiring  and  leasing  personal 
property  to  Bank  customers  in  net,  full-payout  leases  con¬ 
sistent  with  Interpretive  Ruling  7.3400,  12  C.F.R.  §  7.3400. 
The  Bank  proposes  to  have  the  Subsidiary  engage  in  cer¬ 
tain  of  such  leases  in  a  general  partnership,  as  more  fully 
described  below.  The  Office  believes  the  proposed  ac¬ 
tivity  is  permissible  for  national  banks. 

The  Bank’s  Proposal 

Our  understanding  of  the  proposed  activities  is  based 
on  the  Bank’s  operating  subsidiary  notification  and  ad¬ 
ditional  information  supplied  by  the  Bank. 

The  Bank  proposes  that  Subsidiary  would  enter  a  general 
partnership,  CS  Leasing  Partners  (Partnership).  The  Sub¬ 
sidiary  would  be  a  general  partner  with  a  fifty-one  per¬ 
cent  (51%)  interest  in  Partnership.  The  other  general  part¬ 
ner,  with  the  remaining  forty-nine  percent  (49%)  interest, 
would  be  Sperry  Credit  Corporation  (Vendor  Finance), 
a  wholly  owned  subsidiary  of  Sperry  Corporation  (Ven¬ 
dor).  Vendor  Finance  provides  or  arranges  for  financing 
for  electronic  data  processing  equipment  manufactured, 
distributed,  or  sold  by  Vendor.  Partnership’s  business  will 
be  to  purchase  and  lease  such  equipment  on  a  net,  full- 
payout  basis  in  a  manner  consistent  with  Interpretive  Rul¬ 
ing  7.3400 


The  Bank  represents  that  Subsidiary  is  adequately 
capitalized  and  operates  with  due  corporate  formalities 
with  the  result  that  the  possibility  that  the  Bank  would  be 
deprived  of  limited  liability  under  applicable  corporate  law 
is  minimized. 

The  Partnership  will  be  governed  by  a  partnership  agree¬ 
ment  which  will  describe  the  business  activities  (leasing) 
and  internal  operations  of  the  Partnership.  There  are  also 
related  agreements  between  the  various  participants  with 
respect  to  various  aspects  of  the  lease  financing  arrange¬ 
ments  more  fully  discussed  below.  The  management  of 
the  Partnership  is  by  mutual  consent  of  its  partners,  and 
the  signatures  of  partners  holding  at  least  a  fifty-two  per¬ 
cent  (52%)  interest  in  the  Partnership  are  required  to  bind 
it.  Neither  partner  may  sell,  assign,  transfer,  or  otherwise 
dispose  of  any  portion  of  its  interest  in  Partnership  without 
the  written  consent  of  the  other  partner.  Admission  of  ad¬ 
ditional  partners  requires  the  written  consent  of  all 
partners. 

The  Bank  states  that  through  Subsidiary’s  management 
role  in  the  Partnership  it  will  ensure  that  all  transactions 
entered  into  by  Partnership  are  consistent  with  Interpre¬ 
tive  Ruling  7.3400  and  with  national  banking  laws  gener¬ 
ally.  In  this  regard,  the  laws  and  regulations  applicable 
to  Bank  and  Subsidiary  have  been  discussed  with  and 
are  understood  by  Vendor  and  Vendor  Finance;  and  the 
partnership  agreements  will  state  the  partners’  ac¬ 
knowledgment  that  the  Partnership  is  subject  to  the  pro¬ 
visions  of  federal  banking  laws  and  regulations  applica¬ 
ble  to  national  banks  and  subject  to  regulation, 
supervision,  and  examination  by  this  Office.  Credit  deci¬ 
sions  made  by  Subsidiary  relating  to  the  Partnership’s 
participation  in  any  transaction  occur  at  branches  of  the 
Bank.  The  Bank  also  represents  that  its  total  commitment 
to  the  Partnership  will  remain  under  five  percent  (5%)  of 
the  Bank’s  primary  capital. 

Partnership's  leasing  activity  will  be  conducted  as  follows 
Vendor  sells  computers  and  peripheral  equipment 
(Equipment)  to  its  customers  and  offers  financing  to  those 
customers  through  Vendor  Finance.  If  a  customer  elects 
to  finance  its  purchase  by  means  of  a  lease  of  the  Equip¬ 
ment  through  Vendor  Finance,  then  Vendor  Finance  may 
(but  is  not  required  to)  offer  the  lease  opportunity  to  Part¬ 
nership.  The  acceptance  of  the  lease  and  correspond¬ 
ing  purchase  of  the  leased  equipment  by  the  Partnership 
is  subject  to  the  approval  of  Subsidiary  based  upon  the 
creditworthiness  of  the  customer  and  other  credit  and 
documentation  guidelines  set  forth  in  a  Supplemental 
Agreement  between  Vendor  Finance  and  Subsidiary,  an 
Equipment  Agreement  among  Vendor.  Vendor  Finance, 
and  the  Partnership,  and  a  Finance  Agreement  among 
Subsidiary,  Vendor  Finance,  the  Partnership,  and  Chase 
Commercial  Corporation  (Credit  Corporation)  Credit  Cor¬ 
poration  is  a  subsidiary  of  Bank's  parent  holding  com- 
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pany  under  section  4(c)(8)  of  the  Bank  Holding  Company 
Act. 

If  Subsidiary  and  Credit  Corporation  approve  the  trans¬ 
action,  the  lease  between  Vendor  Finance  and  the  Cus¬ 
tomer  is  then  assigned  to,  and  the  related  items  of  Equip¬ 
ment  are  sold  to,  the  Partnership.  The  Partnership  pays 
for  it  by  obtaining  approximately  twenty  to  thirty  percent 
(20-30%)  of  the  Equipment  cost  from  the  partners  in  their 
proportionate  shares  (51%  from  Subsidiary  and  49%  from 
Vendor  Finance)  and  by  borrowing  the  balance,  approx¬ 
imately  seventy  to  eighty  percent  (70-80%),  from  Credit 
Corporation  on  a  secured,  non-recourse  basis.  The  Credit 
Corporation  loan  to  the  Partnership  is  secured  by  a  per¬ 
fected  first  priority  security  interest  in  the  Equipment  and 
an  assignment  of  all  proceeds  arising  under  the  lease. 

The  Bank  states  it  accounts  for  the  leasing  transactions 
as  follows.  The  value  of  a  lease  booked  at  the  Partner¬ 
ship  is  netted  with  the  loan  from  Credit  Corporation;  that 
is,  the  total  lease  amount  less  the  loan  is  shown  as  booked 
at  Partnership,  and  the  loan  amount  is  reported  at  Credit 
Corporation.  Of  the  lease  amount  at  the  Partnership,  the 
Subsidiary’s  share  (51%)  is  attributed  to  the  Subsidiary, 
and  in  turn  that  share  is  fully  consolidated  with  the  Bank. 
For  purposes  of  determining  the  Bank’s  compliance  with 
the  legal  limit  on  loans  to  a  single  borrower,  Credit  Cor¬ 
poration’s  portion  of  a  credit  will  be  included  within  the 
Bank’s  limit.  The  Bank’s  total  commitment  to  the  Partner¬ 
ship  will  remain  under  5%  of  the  Bank's  primary  capital; 
for  this  purpose  the  commitment  will  include  both  the 
Subsidiary's  51%  share  of  the  lease  amount  of  all  leases 
in  the  Partnership  and  the  amount  of  the  loans  from  Credit 
Corporation  to  Partnership. 

Discussion 

National  banks  may  extend  credit  in  the  form  of  personal 
property  lease  arrangements.  See  12  U.S.C.  §  24(7);  12 
C.F.R.  §  7.3400;  M  &  M  Leasing  Corporation  v.  Seattle- 
First  National  Bank ,  563  F.2d  1377,  1382-83  (9th  Cir. 
1977).  A  national  bank’s  operating  and  subsidiary  has 
the  same  authorization  and  is  subject  to  the  same  res¬ 
trictions  as  the  bank.  See  12  C.F.R.  §  5.34.  In  the  Bank’s 
proposal,  the  leases  which  Partnership  will  enter  will  be 
net,  full-payout  leases  conducted  in  a  manner  consistent 
with  12  C.F.R.  §  7.3400  which  governs  national  bank  leas¬ 
ing  activity. 

The  conduct  of  such  activities  through  a  partnership  is 
also  permissible.  In  prior  instances,  the  Office  has  per¬ 
mitted  a  national  bank,  through  an  operating  subsidiary, 
to  act  as  a  general  partner  with  another  general  partner 
See  OCC  Letter  No.  346  (July  31,  1985),  reprinted  in  [Cur¬ 
rent]  Fed  Banking  L  Rep  (CCH)  1  85,516;  OCC  Letter 
*  Jo  289  (May  15,  1984).  reprinted  in  [1983-1984  Transfer 


Binder]  Fed.  Banking  L.  Rep.  (CCH)  1  85,453.  See  also 
OCC  Letter  No.  355  (December  10,  1985),  reprinted  in 
[Current]  Fed.  Banking  L.  Rep.  (CCH)  ^  85,525  (partner¬ 
ship  with  multiple  partners  in  specific  context  of  partner¬ 
ship  formed  to  hold  and  liquidate  DPC  assets). 

The  features  of  the  proposed  Partnership  are  consistent 
with  the  partnership  involvement  reviewed  in  the  Office’s 
prior  letters.  The  partnership  agreement  and  the  related 
agreements  define  and  limit  the  business  activities  of  the 
Partnership.  Management  determinations  are  decided  by 
vote  of  at  least  52%  interest  in  the  Partnership,  thus  giv¬ 
ing  Subsidiary  veto  power  over  the  activities  of  the  Part¬ 
nership.  In  addition,  certain  major  decisions  require  con¬ 
sent  of  all  partners.  The  Partnership  will  operate  in 
accordance  with,  and  the  partnership  and  related  agree¬ 
ments  will  acknowledge  that  the  Partnership  is  subject 
to,  the  provisions  of  federal  banking  laws  and  regulations 
applicable  to  national  banks.  The  agreements  also  will 
acknowledge  that  the  Partnership  is  subject  to  regulation, 
supervision,  and  examination  by  this  Office.  The  total  com¬ 
mitment  of  the  Bank  and  its  affiliates  to  the  Partnership 
will  remain  at  an  amount  no  greater  than  5%  of  the  Bank's 
primary  capital. 

The  Office  believes  that  the  nature  and  structure  of  a  part¬ 
nership,  as  well  as  the  activities  in  which  it  is  engaged, 
are  necessary  factors  in  the  legal  and  supervisory  assess¬ 
ment  of  national  bank  involvement.  Accordingly,  changes 
in  the  activities  of  the  partnership,  changes  in  the  Bank’s 
proportion  of  interest  in  the  partnership,  material  changes 
in  the  provisions  of  the  partnership  agreement,  and 
changes  in  the  identity  of  other  partners  are  considered 
new  activities  of  the  operating  subsidiary  for  purposes 
of  the  notification  requirement  of  12  C.F.R.  §  5.34(d)(1). 

Conclusion 

For  the  foregoing  reasons,  it  is  the  Office’s  opinion  that 
the  Subsidiary’s  proposed  new  activities  are  permissible. 
This  analysis  is  based  upon  the  facts  and  representations 
you  have  made  to  our  Office;  different  circumstances  may 
affect  the  legal  analysis.  Our  view  of  the  proposed  activi¬ 
ties  reflects  current  law  and  may  be  subject  to  revision 
as  future  development  warrants.  It  is  our  understanding 
that  the  operations  of  the  Bank,  Subsidiary,  and  Partner¬ 
ship  will  be  conducted  in  accordance  with  all  applicable 
laws  and  regulations. 

Notification 

The  Office  hereby  notifies  the  Bank  in  accordance  with 
12  C.F.R.  §  5.34(d)(l)(n)  that  it  has  completed  its  review 


of  the  Bank’s  operating  subsidiary  notification  and  the 
previous  extension  of  the  review  period  is  terminated. 

Emory  W.  Rushton 
Acting  Deputy  Comptroller 
for  Multinational  Banking 

*  ★  * 

370— April  16,  1986 

R.  C.  Gallagher,  President 

Kellogg-Citizens  National  Bank  of  Green  Bay 

200  N.  Adams 

Green  Bay,  Wisconsin  54305 

Dear  Mr.  Gallagher: 

The  Office  of  the  Comptroller  of  the  Currency  has  com¬ 
pleted  its  review  of  the  Bank’s  proposal,  originally  filed 
on  November  18,  1983,  with  the  Central  District,  to  acquire 
Citizens  Securities  Company  of  Green  Bay,  Wisconsin 
(Citizens),  an  existing  securities  brokerage  firm,  as  an 
operating  subsidiary.  By  letter  dated  November  28,  1983, 
the  Bank  was  advised  by  Karen  Wilson,  Deputy  Comp¬ 
troller,  that  the  30-day  period  for  review  of  the  proposed 
activities  was  being  extended  pending  a  final  review  of 
the  legality  of  the  proposed  brokerage  activities  of  the 
subsidiary.  By  letter  of  April  12,  1984,  this  Office  requested 
additional  information  on  the  nature  and  extent  of  the 
services  to  be  performed  by  the  proposed  subsidiary  and 
a  discussion  of  the  legality  of  the  so-called  “limited 
service’’  brokerage  activities  under  the  Glass-Steagall  Act, 
Wisconsin  branching  law,  and  other  relevant  statutes. 

At  the  request  of  the  Bank,  the  Office  subsequently 
deferred  consideration  of  the  Bank’s  proposal,  pending 
the  Bank’s  final  decision  as  to  whether  it  wanted  to 
proceed  with  the  Citizens  acquisition.  In  early  1985,  the 
Bank  advised  the  Office  that  it  wished  to  consummate 
the  Citizens  acquisition.  Further  information  was  subse¬ 
quently  requested  on  the  branching  question  in  light  of, 
among  other  things,  the  affirmation,  by  the  United  States 
Circuit  Court  for  the  District  of  Columbia,  of  the  decision 
of  the  United  States  District  Court  in  Securities  Industry 
Ass'n  v.  Comptroller  of  the  Currency 1  (SI A  v.  Comptroller). 

Based  on  our  communications  with  Quarles  &  Brady, 
Counsel  to  the  Bank,  our  understanding  of  the  proposed 
subsidiary  and  its  activities  is  as  follows.  The  Bank,  which 
is  authorized  to  engage  in  trust  activities  under  12  U.S.C. 
§  92a,  proposes  to  acquire  all  outstanding  stock  of 
Citizens,  a  Green  Bay-based  securities  brokerage  firm, 
which  has  been  in  business  for  over  50  years  and  was 


1 577  F.  Supp.  252  (D.D.C.  1983),  aff’d,  758  F.2d  739  (DC.  Cir).  reh 
denied.  No.  84-5026  (D.C.  Cir.  Order  7/17/85),  appellant's  petition  for 
cert,  denied.  No.  85-392  (U.S.S.  Ct  Order  1/31/86),  appellee's  petition 
for  cert  granted  (U.S.S  Ct  Order  3/3/86) 


formerly  affiliated  with  the  bank’s  predecessor.  It  has  one 
office  and  a  net  worth  in  excess  of  $450,000.  Citizens  is 
registered  as  a  broker-dealer  with  the  Securities  and 
Exchange  Commission  (SEC)  and  is  regulated  in  accord¬ 
ance  with  the  rules  of  NASD,  NYSE,  and  the  State  of  Wis¬ 
consin’s  Commissioner  of  Securities. 

Citizens  conducts  what  is  most  accurately  described  as 
a  “limited’’  brokerage  business.  It  does  not,  and  does 
not  intend  to,  engage  in  the  underwriting,  distribution  or 
flotation  of  securities,  nor  will  it  act  as  a  market-maker, 
engage  in  other  dealer  activities,  or  purchase  or  hold 
securities  for  its  own  account.  Furthermore,  it  will  not 
manage  accounts  on  a  discretionary  basis.  Citizens,  how¬ 
ever,  does  and  will  continue  to  provide  investment  advice 
to  its  customers  in  the  “normal  course”  of  business.  This 
range  of  services  will  include  providing  personalized  in¬ 
vestment  advice  to  customers  on  the  selection  of  ap¬ 
propriate  securities  geared  to  their  current  investment  re¬ 
quirements.  Citizens  account  executives  will  be 
responsible  for  their  own  investment  research,  utilizing 
standard  investment  periodicals  such  as  the  Wall  Street 
Journal,  Barron’s,  and  Value  Line.  As  such  investment  ad¬ 
vice  will  be  provided  only  as  an  incident  to  the  conduct 
of  its  business  as  a  broker,  and  Citizens  will  not  receive 
special  compensation  for  providing  these  services,  it  is 
the  Bank’s  opinion  that  it  will  be  excluded  from  the  defi¬ 
nition  of  “investment  advisor"  under  Section  202(11)  of 
the  Investment  Advisers  Act  of  1940.  The  advisory  serv¬ 
ices  will  only  be  provided  as  a  convenience  to  the  cus¬ 
tomer,  who  always  will  make  the  final  decision  on  the  sale 
or  purchase  of  the  securities. 

We  further  understand  that  Citizens  will  provide  other 
services  to  customers,  including  carrying  margin  ac¬ 
counts  through  borrowing  from  the  Bank,  maintaining 
credit  balances,  and  securities  safekeeping.  Citizens 
presently  clears  its  securities  transactions  itself  and  main¬ 
tains  credit  balances  of  customers  on  its  own  books. 
Citizens  executes  its  transactions  through  an  outside  brok¬ 
er  and  has  no  contractual  or  other  arrangements  with 
other  brokers  or  third  parties  with  respect  to  clearing  serv¬ 
ices,  splitting  commissions,  or  other  related  matters,  ex¬ 
cept  for  the  maintenance  of  a  limited  custodial  agreement 
with  another  securities  firm.  Citizens  has  no  actual  or  con¬ 
templated  arrangements  with  the  Bank  to  provide  serv¬ 
ices  after  its  acquisition,  although  it  is  possible  that  the 
Bank  may  subsequently  provide  computer  or  related  ad¬ 
ministrative  services. 

The  Bank  also  intends  to  offer  limited  discount  broker¬ 
age  services  through  the  Bank  itself;  i.e..  without  the  for¬ 
mation  of  an  operating  subsidiary.  This  service  will  be 
offered  to  customers,  affiliate  banks  and  correspondent 
bank  customers  through  its  Money  Desk.  The  Bank’s  dis¬ 
count  brokerage  service  will  not  provide  any  investment 
advice.  The  Bank  will,  however,  accept  fully-managed  ac¬ 
counts  through  is  trust  department  Both  the  Bank’s  dis- 
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count  brokerage  service  and  Citizens  will  execute  their 
transactions  through  A.G.  Becker  or  another  securities 
broker-dealer. 

It  is  the  Bank  s  intent  not  to  consolidate  the  operations 
or  Citizens  with  the  Bank.  Citizens  will  continue  to  con¬ 
duct  its  business  at  an  independent  location  and  will  have 
its  own  employees,  maintain  its  separate  accounts,  and 
retain  its  own  corporate  books,  name,  and  identity. 

it  is  your  opinion  that  the  brokerage  and  investment  ad¬ 
visory  services  to  be  offered  through  Citizens  are  services 
which  national  banks  are  authorized  to  provide  under 
relevant  provisions  of  the  national  banking  laws,  includ¬ 
ing  12  U.S.C.  §  24  (Seventh)  and  12  U.S.C.  §  92a.  Among 
other  things,  you  state  that  the  brokerage  services  to  be 
provided  by  Citizens  will  be  limited  to  agency  transac¬ 
tions  of  the  sort  upheld  in  SIA  v.  Comptroller,  supra,  and 
that  the  proposed  combination  of  discount  brokerage  and 
advisory  services  is  similarly  permissible  for  the  reasons 
stated  in  the  Decision  of  the  Comptroller  of  the  Currency 
Concerning  an  Application  by  American  National  Bank 
of  Austin,  Texas,  to  Establish  an  Operating  Subsidiary  to 
Provide  Investment  Advice,  September  2,  1983.  You  as¬ 
sert  that  the  services  to  be  provided  by  Citizens,  being 
of  the  kind  previously  approved  by  the  federal  courts  or 
this  Office,  are  “those  traditionally  incidental  to  the  bank¬ 
ing  business  and  within  the  scope  of  those  services  in¬ 
tended  to  be  permitted  by  12  U.S.C.  §  24  (Seventh).'1  It 
is  also  your  opinion  that  the  location  at  which  the  Citizens 
services  are  proposed  to  be  offered  are  consistent  with 
applicable  provisions  of  the  Wisconsin  branching  statute, 
and  therefore  are  consistent  with  the  holding  of  SIA  v. 
Comptroller,  supra,  concerning  the  applicability  of  12 
U.S.C.  §  36  to  bank  brokerage  activities. 

The  nature  of  the  brokerage  and  investment  advisory 
services  proposed  to  be  offered  by  the  Bank,  through 
Citizens  and  itself,  would  appear  to  be  activities  of  the 
kind  previously  approved  by  the  federal  courts  and  this 
Office  as  permissible  activities  under  12  U.S.C.  §  24 
(Seventh)  and  12  U.S.C.  §  92a.  The  provision  of  broker¬ 
age  services  similar  to  those  contemplated  in  this  in¬ 
stance,  however,  were  found  to  constitute  branch  bank¬ 
ing  in  SIA  v.  Comptroller,  supra  at  Note  1.  The  Wisconsin 
branching  statute,  which  applies  to  the  establishment  of 
national  bank  branches  pursuant  to  12  U.S.C.  §  36(c), 
generally  limits  the  establishment  of  a  branch  to  the  fol¬ 
lowing  situations:  (1)  in  the  same  county  as  the  parent 
bank  or  within  a  25-mile  radius,  whichever  is  greater;  (2) 
not  within  1  1/2  miles  of  the  main  office  of  another  bank; 
and  (3)  not  within  3/4  miles  of  an  established  branch  of 
another  bank  WIS  STAT  ANN  §  221.04  (West). 

Counsel  argues  that  a  recent  opinion  issued  by  the  State 
ot  //  sconsm  Commissioner  of  Banking  (Commissioner) 
authorizes  state-chartered  banks  to  engage  in  securities 
brokerage  activities,  including  those  described  in  this  let¬ 


ter,  without  triggering  the  restrictions  imposed  by  the  Wis¬ 
consin  branching  statute.  (Banking  letter  #37,  Securities 
Brokerage  Services,  June  29,  1983).  Counsel  further  ar¬ 
gues  that  the  Citizens  office  qualifies  as  a  permissible 
branch  under  12  U.S.C.  §  36(c)(1),  which  provides  that: 

(c)  A  national  banking  association  may,  with  the  ap¬ 
proval  of  the  Comptroller  of  the  Currency,  establish 
and  operate  new  branches:  (1)  within  the  limits  of  the 
city,  town,  or  village  in  which  said  association  is  situ¬ 
ated,  if  such  establishment  and  operation  are  at  the 
time  expressly  authorized  to  state  banks  by  the  law 
of  the  state  in  question;... 

Based  on  the  facts  set  forth  above  and  the  representa¬ 
tions  made  to  this  Office  by  Bank  Counsel,  the  Bank  may 
proceed  with  its  acquisition  of  Citizens.  See  12  C.F.R.  § 
5.34(d).  Our  views,  of  course,  are  based  on  the  facts  and 
representations  set  forth  above,  and  are  subject  to  modifi¬ 
cation  as  future  legislative,  judicial  or  regulatory  develop¬ 
ments  warrant.  See  e.g.,  Securities  Industry  Association 
v.  Conover,  Civil  Action  No.  83-3581  (D.D.C.  1983) 
(challenging  the  Office’s  American  National  decision, 
supra).  You  should  also  be  aware  that  in  SIA  v.  Comp¬ 
troller,  supra,  the  Court  of  Appeals  affirmed  the  District 
Court's  decision  holding  that  discount  brokerage  activi¬ 
ties  are  legitimate  bank  activities  subject  to  the  branch¬ 
ing  restriction  of  12  U.S.C.  §§  81  and  36  and,  therefore, 
unavailable  at  non-branch  locations.  The  Office  has  filed 
a  petition  for  certiorari  in  the  Supreme  Court  seeking  view 
of,  among  other  things,  the  Court  of  Appeals’  decision 
on  the  branching  issue,  and  this  petition  was  granted  on 
March  3,  1986.  If  this  decision  is  affirmed,  the  Bank  will 
be  required  to  restrict  its  brokerage  activities  to  branch 
locations.  In  this  regard,  while  the  Commissioner’s  opin¬ 
ion  No.  37  construes  state  banking  provisions  as  they 
apply  to  state-chartered  banks,  it  does  not  appear  to 
represent  an  affirmative  grant  of  statutory  authority  which 
would  allow  national  banks  to  conduct  brokerage  activi¬ 
ties  at  non-branch  locations  under  federal  law  12  U  S  C 
§  36(c)(2). 

Further,  the  bank  is  advised  to  review  the  nature  of  the 
brokerage  services  it  intends  to  offer  “in  house’’  in  light 
of  the  adoption  of  SEC  Rule  3b-9,  17  C.F.R.  240.3b-9, 
which  requires  a  bank  engaging  in  certain  types  of 
brokerage  activities  for  which  it  receives  “transaction- 
related  compensation"  to  register  with  the  SEC  as  a 
broker-dealer  or  conduct  such  activities  through  a 
registered  subsidiary  or  affiliate.  The  legality  of  the  SEC's 
Rule,  which  became  effective  on  January  1,  1986,  was 
upheld  by  the  U.S.  District  Court  in  American  Bankers 
Association  v.  Securities  and  Exchange  Commission,  Civil 
Action  No.  85-2482  (D.D.C.  Order  10/30/85). 

Judith  A.  Walter 

Senior  Deputy  Comptroller  for 

National  Operations 
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371— June  13,  1986 

Mr.  Ellis  E.  Bradford 
Vice  President 
Citibank  N.A. 

399  Park  Avenue 

New  York,  New  York  10043 

Re:  Acquisition  of  Vickers  da  Costa  Securities  (Holdings), 
Inc. 

Dear  Mr.  Bradford: 

This  letter  will  confirm  our  receipt  of  the  Notification  of 
Intention  to  Engage  in  Activities  Through  an  Operating 
Subsidiary  Pursuant  to  12  C.F.R.  §  5.34  (Notification), 
dated  February  28,  1986,  submitted  by  Citibank,  N.A. 
(Bank).  In  its  notice,  the  Bank  indicates  that  it  intends  to 
purchase  at  least  80%  of  Vickers  da  Costa  Securities 
(Holdings),  Inc.,  (Parent)  which  owns  Vickers  da  Costa 
Securities,  Inc.  (Company).  This  Office  hereby  notifies  the 
Bank  in  accordance  with  12  C.F.R.  §  5.34(d)(1)  that  it  has 
completed  its  review  of  the  Bank’s  Notification  and  that 
the  extension  of  the  review  period  is  terminated.  This 
Office  concludes  that  the  Bank,  subject  to  the  limitations 
stated  herein,  may  proceed  with  the  acquisition  of 
Company. 

Facts 

On  the  basis  of  your  conversations  with  this  Office,  your 
Notification  letter  with  accompanying  legal  opinion  dated 
February  28,  1986,  our  meeting  of  April  25,  1986,  with 
Bank  representatives,  and  other  materials,  we  understand 
the  facts  to  be  as  follows: 

Company  is  a  registered  broker-dealer  and  a  member 
of  the  National  Association  of  Securities  Dealers,  Inc. 
(NASD),  and  is  authorized  to  execute  trades  through  the 
National  Association  of  Securities  Dealers  Automated 
Quotation  System  (NASDAQ).  The  principal  business  of 
Company  is  that  of  broker  with  respect  to  securities  of 
foreign  issuers  traded  mainly  on  foreign  securities  ex¬ 
changes,  but  which  also  are  traded  in  U.S.  markets,  and 
American  Depository  Receipts  (ADRs).  Company’s  cur¬ 
rent  customers  are  almost  exclusively  institutional  cus¬ 
tomers  and  include  foreign  subsidiaries  (Foreign  Securi¬ 
ties  Subsidiaries)  owned  directly  and  indirectly  by  Citicorp, 
the  Bank’s  parent  holding  company  (Corporation).  After 
its  acquisition  by  the  Bank,  Company  will  continue  the 
foregoing  business  arrangements. 

Company  will  act  as  a  broker  for  its  customers  by  execut¬ 
ing  a  purchase  or  sale  of  a  security  upon  the  order  of 
one  customer  only  if  it  can  conduct  a  simultaneous  off¬ 
setting  sale  or  purchase  upon  the  order  of  second  cus¬ 
tomer.  This  manner  of  conducting  brokerage  is  referred 
to  as  a  "riskless  principal"  transaction.  A  riskless  prin¬ 


cipal  transaction  is  defined  as  one  in  which  the  broker, 
after  receiving  an  order  to  buy  (or  sell)  a  security  from 
a  customer,  purchases  (or  sells)  the  security  to  offset  a 
contemporaneous  sale  to  (or  purchase  from)  the  cus¬ 
tomer.  Securities  and  Exchange  Commission  (SEC), 
Securities  Exchange  Act  Release  No.  21708  (February 
4,  1985). 

Company  will  be  compensated  for  its  services  through 
the  payment  of  brokerage  commissions  by  its  customers. 
Company  will  not  resell  any  securities  acquired  through 
the  activities  described  herein  at  a  mark-up.  Company 
will  disclose  to  its  customers  that  it  has  acted  as  a  risk¬ 
less  principal  upon  the  order  of  a  customer  and  not  for 
its  own  account  and  will  disclose  the  amount  of  its  com¬ 
mission.  Company  will  not  disclose  the  "at  risk"  principal 
to  the  transaction.  Company,  however,  will  confirm  to  cus¬ 
tomers,  if  applicable,  that  an  affiliate  of  Company  may 
have  separately  made  a  profit  or  loss  on  the  transaction. 

In  addition  to  its  brokerage  activities,  Company  will  pro¬ 
vide  investment  research  and  advice  to  its  customers. 
Company’s  U.S.  customers  may  receive  research  and  ad¬ 
vice  that  will  be  produced  in  house  by  Company  or  pur¬ 
chased  by  Company  from  the  Foreign  Securities  Subsidi¬ 
aries  for  a  fee.  Company  will  not  require  a  customer  to 
subscribe  for  the  advice  service,  and  a  customer  that  sub¬ 
scribes  to  the  advice  service  will  not  be  required  to  exe¬ 
cute  trades  in  conformance  with  that  advice.  Company 
will  receive  payment  for  such  services  through  "soft  dol¬ 
lars"  in  a  manner  consistent  with  Section  28(e)  of  the 
Securities  Exchange  Act  of  1934,  15  U.S.C.  §  78bb(e). 
All  transactions  for  which  Company  will  receive  "soft  dol¬ 
lar"  compensation,  however,  will  be  executed  solely  at 
the  direction  of  the  customer;  Company  will  not  maintain 
any  discretionary  accounts.  Also,  Company  will  provide 
to  the  Foreign  Securities  Subsidiaries  research  and  ad¬ 
vice  concerning  U.S.  markets  and  expertise  in  the  tim¬ 
ing  and  execution  of  trades  in  foreign  securities.  Com¬ 
pany  will  receive  a  monthly  fee  from  the  Foreign  Securities 
Subsidiaries  for  such  services. 

With  regard  to  trades  conducted  with  the  Foreign  Secu¬ 
rities  Subsidiaries,  Company  will  enter  into  contractual 
agreements  with  the  Foreign  Securities  Subsidiaries 
which  will  unconditionally  preclude  Company’s  exposure 
to  any  principal  risk.  Company  will  conduct  trades  with 
the  Foreign  Securities  Subsidiaries  in  the  following  man¬ 
ner:  At  the  beginning  of  every  business  day,  the  Foreign 
Securities  Subsidiaries  will  place  with  Company  bid  and 
ask  quotations  at  a  price  related  to  the  current  market 
price  for  each  foreign  security  and  ADR  in  which  the  For¬ 
eign  Securities  Subsidiaries  are  going  to  conduct  trades 
In  turn,  Company  will  enter  quotations  on  NASDAQ  or 
other  over-the-counter  listings  such  as  the  "pink  sheets' 
that  will  always  reflect  these  firm  orders  from  a  Foreign 
Securities  Subsidiary.  If  a  Company  "bid"  quotation  is 
accepted,  Company  will  record  the  purchase  from  the 
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third  party  and  simultaneously  record  and  confirm  a  con¬ 
temporaneous  sale  of  the  securities  to  the  Foreign  Secu¬ 
res  Subsidiary.  If  a  Company  “asked''  quotation  is  ac¬ 
cepted,  Company  will  record  a  purchase  from  the  Foreign 
Securities  Subsidiary  and  a  contemporaneous  resale  to 
the  third  party. 


Additional  contractual  arrangements  with  the  Foreign 
Securities  Subsidiaries  will  provide  Company  with  pro¬ 
tection  against  liability  that  may  arise  should  a  U.S.  cus¬ 
tomer  or  Foreign  Securities  Subsidiary  fail  to  execute  any 
transaction  at  settlement.  In  order  to  ensure  that  satis¬ 
faction  of  their  obligation  to  settle  every  transaction  ex¬ 
ecuted  by  Company  for  their  accounts,  the  Foreign  Secu¬ 
rities  Subsidiaries  will  irrevocably  authorize  Company  to 
instruct  appropriate  officers  of  Corporation  or  any  of  its 
affiliates  to  transfer  funds  to  the  account  of  Company  prior 
to  the  settlement  date  of  any  trade.  The  Foreign  Securi¬ 
ties  Subsidiaries  also  will  agree  to  deliver  to  Company 
or  its  nominee  any  security  which  is  the  subject  of  a  sale 
order  prior  to  settlement  date.  In  the  event  of  a  failure  to 
deliver  by  a  Foreign  Securities  Subsidiary,  Company  will 
have  the  authority  to  transfer  sufficient  funds  of  the  For¬ 
eign  Securities  Subsidiary  to  permit  Company,  if  it  deems 
advisable,  to  purchase  the  security  in  the  market  in  order 
to  make  delivery. 

If  a  U.S.  customer  of  Company  fails  to  deliver  cash  at  set¬ 
tlement,  Company  will  agree  that  the  securities  already 
delivered  by  a  Foreign  Securities  Subsidiary  will  be  redeli¬ 
vered  to  it  immediately  and  the  Foreign  Securities  Sub¬ 
sidiary  will  agree  to  bear  any  risk  that  the  market  value 
o  the  security  may  have  decreased  (or  increased)  dur¬ 
ing  the  period  it  was  in  the  custody  of  Company.  Under 
the  terms  of  the  brokerage  agreement,  the  parties  will  ac¬ 
knowledge  that  under  no  circumstances  will  Company 
e  obligated  to  buy  or  sell  for  its  own  account  any  secu¬ 
rity  which  is  the  subject  of  an  order  placed  by  a  Foreiqn 
Securities  Subsidiary. 

in  addition,  the  Foreign  Securities  Subsidiary  will  agree 
to  indemnify  and  hold  harmless  Company  from  and 
against  any  and  all  claims,  liabilities,  losses,  damages 
costs  and  expenses  attributable  to  its  brokerage  activi¬ 
ties  on  behalf  of  the  Foreign  Securities  Subsidiary.  This 
/vi  include  any  liability  Company  may  have  to  a  customer 
resulting  from  a  failure  by  a  Foreign  Securities  Subsidi¬ 
ary  to  deliver  cash  or  securities  at  settlement.  However 
f lS  agnized  that  the  obligations  of  Company  to  its  cus- 
omer  are  no  different  from  those  owned  by  any  broker 
acting  as  agent  for  its  customer  which  is  an  undisclosed 


W  tn  respect  to  those  securities  that  are  the  subject  of 
orders  from  the  Foreign  Securities  Subsidiaries,  Company 
be  an  NASD  registered  market  maker  authorized  to 


enter  bid  and  ask  quotations  on  NASDAQ  Level  3.  Com¬ 
pany,  under  NASD  By-Laws,  must  become  a  market 
maker  in  order  to  subscribe  to  Level  3  service,  which  is 
the  level  of  service  that  authorizes  a  member  to  enter  bid 
and  ask  quotations  on  the  NASDAQ  system.  Although 
Company  will  register  as  a  market  maker  with  the  NASD 
it  must  always  conduct  its  activities  in  the  manner  of  a 
riskless  principal.  The  above-described  contractual  ar¬ 
rangements  with  the  Foreign  Securities  Subsidiaries, 
which  also  apply  to  any  quotations  entered  by  Company 
in  other  over-the-counter  listing  publications,  enable  Com¬ 
pany  to  operate  as  a  market  maker  while  adhering  to  the 

requirement  that  it  conduct  its  activities  only  as  a  riskless 
principal.1 


Company  also  will  effect  transactions  for  its  customers 
in  foreign  securities  for  which  Company  is  not  a  market 
maker.  In  these  transactions,  Company  will  contact  a  For¬ 
eign  Securities  Subsidiary  to  obtain  an  offsetting  order 
after  receiving  an  inquiry  from  a  U.S.  customer.  If  the  order 
from  the  U.S.  customer  is  greater  than  the  amount  the 
Foreign  Securities  Subsidiary  is  willing  to  buy  or  sell, 
Company  will  go  into  the  market  and  attempt  to  purchase 
or  sell  the  amount  in  excess  of  the  amount  ordered  by 
the  Foreign  Securities  Subsidiary.  Thus,  Company  will 
complete  the  trade  in  a  “riskless  principal”  capacity. 
Company,  however,  will  only  accept  an  order  under  these 

circumstances  if  there  is  a  contemporaneous  offsettina 
order.  a 


n  some  cases,  Company  may  effect  a  riskless  principal 
transaction  with  a  U.S.  broker-dealer  in  securities  in  which 
company  is  not  a  market  maker.  In  the  event  of  a  fail  by 
its  customer,  Company  will  be  obligated  to  settle  the  trade. 
If  Company  is  required  at  settlement  to  hold  a  security 
due  to  a  customer  fail,  the  Foreign  Securities  Subsidiary 
will  agree  to  enter  into  a  simultaneous  transaction  with 
Company  to  offset  the  failed  transaction  and  will  indem¬ 
nify  Company  for  any  losses  or  costs  related  to  the  failed 
transaction  which  Company  is  unable  to  recover  from  the 

failing  party.  As  a  result,  Company  will  not  have  any  in¬ 
ventory  risks. 


iLw  NAbUAQ  market  maker  Company  is  subject  to  a  variety  of  regu- 

Wp  MAsnUir1men  Hin  IS  market  makin9  activities,  including  applica- 
ble  NAS°  rules  and  other  federal  securities  regulatory  requirements 
s  a  general  rule,  a  registered  NASDAQ  market  maker  which  receives 
a  buy  or  sell  order  must  execute  a  trade  for  a  normal  trading  unit  (wfih 
or  common  stock  is  usually  100  shares  unless  otherwise  indicated) 

N  ASnPRCC|  qu0tec  bh  ^e.market  maker  at  the  time  the  order  is  received 
NASD  By-Laws.  Schedule  D,  Section  I.C.  Moreover,  price  quotations 

mUSt  be  "reasonab|y  related  to  the  prevailing  mar- 
ket  Id  tan  order  ,s  received  for  an  amount  in  excess  of  the  trading 
unit  quoted,  however,  a  market  marker  is  under  no  obligation  to  exe9 
cute  that  order  for  the  excess  amount  Further,  a  registered  market 

kpfivl  h3S  00  ^rmat'Ve  obligatlon  to  maintain  a  fair  and  orderly  mar- 
ke  Moreover,  there  is  no  statutory  or  regulatory  requirement  which 
ob  'gates  a  market  maker  to  inventory  securities,  subject  to  market  or 
issuer  risk.  ,n  order  to  qualify  as  a  market  maker  ,n  those  sec u Hi es 


68 


Analysis 

Based  on  the  facts  presented,  it  is  this  Office’s  view  that 
Company’s  activities  are  permissible  securities  activities 
under  the  Glass-Steagall  Act.  Brokerage  activities  con¬ 
ducted  as  a  riskless  principal  are  authorized  under  sec¬ 
tion  16  of  the  Act,  and  as  with  other  brokerage  activities, 
brokerage  as  riskless  principal  presents  none  of  the  "haz¬ 
ards”  that  the  Act  was  designed  to  prevent.  Also,  the  pro¬ 
vision  of  research  and  advice  in  conjunction  with  Com¬ 
pany’s  brokerage  service  is  permitted  by  the  Act. 

I.  "Riskless  Principal”  Activities 

A.  Riskless  Principal  Brokerage  Is  Permitted  By  The  Ex¬ 
press  Terms  of  Section  16  of  The  Glass-Steagall  Act 

Section  16  provides: 

The  business  of  dealing  in  securities  and  stock  by 
the  association  shall  be  limited  to  purchasing  and 
selling  such  securities  and  stock  without  recourse, 
solely  upon  the  order,  and  for  the  account  of,  cus¬ 
tomers,  and  in  no  case  for  its  own  account,  and  the 
association  shall  not  underwrite  any  issue  of  securi¬ 
ties  or  stock.  (12  U.S.C.  §  24(7).) 

This  provision  has  been  interpreted  by  courts  as  allow¬ 
ing  national  banks  and  their  subsidiaries  to  engage  in 
brokerage  activities,  where  the  bank  executes  securities 
transactions  without  recourse,  for  the  order  and  the 
account  of  customers,  and  not  for  its  own  account.  Secu¬ 
rities  Industry  Association  v.  Comptroller  of  the  Curren¬ 
cy ,  577  F.  Supp.  252  (D.D.C.  1983),  aff’d,  758  F.2d  739 
(DC.  Cir.  1985),  appellant's  petition  forced,  denied ,  106 
S  Ct.  790  (1986)  (securities  brokerage),  appellee’s  peti¬ 
tion  for  cert,  granted ,  54  U.S.L.W.  3575  (March  3,  1986) 
(branching)  (" Security  Pacific").  See  also  Securities  In¬ 
dustry  Association  v.  Board  of  Governors  of  the  Federal 
Reserve  System ,  468  U.S.  207,  104  S.  Ct.  3003  (1984) 
("Schwab")  (bank  holding  company  affiliates).  The  risk¬ 
less  principal  activities  of  Company  will  be  limited  to  pur¬ 
chases  and  sales  of  securities  "without  recourse”  to  the 
Bank  or  Company,  and  "solely  upon  the  order,  and  for 
the  account”  of  Company’s  customers  and  thus,  are  per¬ 
mitted  under  the  statute. 

1.  Without  Recourse 

The  without  recourse  phrase  is  directed  against  contracts 
"by  which  the  bank  assumes  the  risk  of  loss  which  would 
otherwise  fall  on  the  buyer  of  securities  or  undertakes  to 
insure  to  the  seller  the  benefit  of  an  increase  in  value  of 
securities  which  would  otherwise  accrue  to  the  bank  ” 
Awotm  v.  Atlas  Exchange  National  Bank ,  295  U.S.  209, 
212  (1935).  See  Securities  Industry  Association  v.  Board 
of  Governors  of  the  Federal  Reserve  System,  716  F.2d 
92,  100  n  4  (2d  Cir.  1983)  (affirming,  In  re  BankAmerica 


Corp,  69  Fed.  Res.  Bull.  105,  115  n.50),  aff'd ,  104  S.  Ct. 
3003  (1984).  The  ordinary  commercial  meaning  of  without 
recourse  indicates  that  section  16  prohibits  a  bank  from 
assuming  the  liability  of  endorser  or  maker  with  respect 
to  the  securities  bought  or  sold  as  agent  of  the  customer. 
Security  Pacific ,  577  F.  Supp.  at  257.  See  New  York  Stock 
Exchange  v.  Smith,  404  F.  Supp.  1091,  1097  (D  D.C.  1975), 
vacated  as  not  ripe  for  review  sub  nom.  New  York  Stock 
Exchange  v.  Bloom,  562  F.2d  736  (D.C.  Cir.  1977) 
("NYSE")-,  Decision  of  the  Comptroller  of  the  Currency 
Concerning  an  Application  by  American  National  Bank 
of  Austin,  Austin,  Texas,  to  Establish  an  Operating  Sub¬ 
sidiary  to  Provide  Investment  Advice,  dated  September 
7,  1983,  [1983-84  Transfer  Binder]  Fed.  Banking  L.  Rep 
(CCH)  H99,732  at  87,179  (American  National  Decision). 

In  the  present  case,  Company  is  acting  without  recourse 
because  it  will  be  conducting  its  activities  only  as  risk¬ 
less  principal,  and  therefore,  will  not  assume  any  cus¬ 
tomer’s  risk  of  loss  or  any  liability  as  guarantor  or  endorser 
of  the  value  of  securities  to  its  customers.  As  in  the  case 
in  Schwab,  Company  will  not  have  any  contracts  where¬ 
by  it  will  assume  its  customers’  risks. 

Company,  however,  will  assume  the  responsibilities  and 
obligations  normally  assumed  by  a  securities  broker.  If 
a  customer  of  Company  in  a  riskless  principal  transac¬ 
tion  fails  to  make  payment  or  deliver  securities  due  at  set¬ 
tlement,  Company,  under  its  contractual  obligation,  will 
be  required  to  carry  out  the  transaction  for  the  other  cus¬ 
tomer.  However,  courts  have  determined  that  this  risk  that 
a  broker  may  become  an  inadvertent  principal  due  to  the 
failure  by  one  of  its  customers  does  not  make  the  broker’s 
activities  with  recourse.  Schwab,  716  F.2d  at  100  n.4; 
Security  Pacific,  577  F.  Supp.  at  257. 

Thus,  Company’s  brokerage  activities  as  riskless  principal 
comply  with  section  16’s  requirement  that  its  transactions 
be  without  recourse,  because  Company  does  not  assume 
any  risk  or  liability  as  endorser  or  guarantor  of  the  securi¬ 
ties,  and  because  Company  will  have  the  rights  of  re¬ 
course  that  are  available,  generally,  to  an  agent  against 
a  customer  that  fails  to  deliver  cash  or  securities  at  set¬ 
tlement.2 

2.  On  the  Order  and  for  the  Account  of  Customers 

Transactions  are  on  the  order  and  for  the  account  of  the 
customer  when  no  sales  or  purchases  are  executed  un¬ 
less  directed  by  the  customer  and  the  customer  has  full 
beneficial  ownership  of  the  securities.  NYSE,  404  F.  Supp. 


2As  noted  at  pages  3  through  4,  Company's  contractual  arrangements 
with  the  Foreign  Securities  Subsidiaries  will  protect  Company  should 
a  U  S.  customer  or  a  Foreign  Securities  Subsidiary  fail  to  settle  a  trade 
Thus,  in  those  instances.  Company  will  have  an  additional  level  of  pro 
tection  against  becoming  an  inadvertent  principal  even  though  the 
possibility  that  a  broker  may  become  an  inadvertent  principal  is  per 
missible  under  section  16  of  the  Glass-Steagall  Act 
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at  10£T  Company's  activities  will  be  on  the  order  and 
for  the  account  of  customers  because  Company  will  ex¬ 
ecute  a  transaction  only  after  it  has  received  a  firm  order 
from  customers  on  each  side  of  the  transaction.  Com¬ 
pany  will  not  maintain  an  account  for  the  purchase  and 
sale  of  securities  on  its  own  behalf,  and  Company  will 
in  no  case  initiate  an  order  or  hold  the  securities  for  its 
own  account. 

in  addition,  as  a  riskless  principal,  Company  will  not  as¬ 
sume  any  risk  of  loss,  and  thus,  will  have  no  beneficial 
ownership  in  the  securities.  Market  risk  (the  risk  that  the 
value  or  price  of  the  stock  will  fall)  and  issuer  risk  (the 
risk  that  the  inherent  value  of  the  stock  will  be  diminished 
because  the  issuer's  economic  prospects  have  declined) 
are  assumed  by  a  principal  that  holds  the  stock  in  inven¬ 
tory  for  future  resale.  Company  will  not  assume  any  risk 
because  it  will  carry  no  permanent  inventory  and  will  al¬ 
ways  conduct  simultaneous  offsetting  transactions  for 
each  purchase  and  sale  of  securities.  Thus,  the  customers 
of  Company  always  will  have  full  beneficial  ownership  of 
the  securities  because  they  will  assume  all  the  risk  of  gain 
or  loss  on  the  securities  and  Company  will  assume  no 
such  risk. 

The  fact  that  Company  will  conduct  transactions  with  the 
Foreign  Securities  Subsidiaries  raises  no  questions  under 
section  16.  The  OCC  previously  has  recognized  that  a 
bank  brokerage  subsidiary  may  execute  transactions  with 
an  affiliate  engaged  in  permissible  activities  under  the 
national  banking  laws,  and  that  this  relationship  is  per¬ 
missible  under  the  Glass-Steagall  Act.  American  Nation¬ 
al  Decision.  The  Foreign  Securities  Subsidiaries  current¬ 
ly  are  permitted  by  relevant  laws  to  buy  and  sell  foreign 
securities  in  which  they  make  a  market  in  Europe  and, 
in  addition,  sell  or  buy  the  same  securities  in  the  U.S. 
through  U.S.  registered  broker-dealers. 

Company's  obligations  in  this  case  as  a  registered  NASD 
market  maker  do  not  affect  Company’s  activities  under 
fhe  Glass-Steagall  Act.  Although  Company  is  required  to 
noid  itself  out  as  being  willing  to  buy  or  sell  securities, 
Company  will  incur  this  obligation,  i.e.,  act  as  a  "market 
maker'  for  purposes  of  NASD  rules,  only  in  those  secu¬ 
rities  in  which  it  will  always  have  an  offsetting  order  from 
a  Foreign  Securities  Subsidiary.  If  Company  should  ever 
receive  an  order  in  such  a  security  which  exceeds  the 
orders  placed  by  the  Foreign  Securities  Subsidiaries  and 
fhe  bid  and  ask  quotations  entered  by  Company,  it  will 
have  no  legal,  regulatory,  or  contractual  obligation  to  ex¬ 
ecute  these  excess  orders. 

y  us  Company  will  always  conduct  its  activities  in  those 
securities  in  which  it  is  an  NASD  market  maker  in  a  man¬ 
ner  consistent  with  section  16,  i.e.,  as  a  riskless  principal. 
r/  course  m  order  for  Company  to  operate  as  a  market 
aker  r\  a  manner  consistent  with  its  authority  to  act  as 
a  riskless  principal  Company  may  in  no  event  enter  an 


offer  to  buy  or  sell  a  security,  whether  as  market  maker 
or  otherwise,  unless  Company  also  has  a  firm  offsetting 
order  from  a  third  party  that  will  enable  Company  to  main¬ 
tain  its  riskless  principal  status. 

Accordingly,  Company's  activities  as  a  riskless  principal 
are  permissible  activities  under  the  express  terms  of  sec¬ 
tion  16  of  the  Glass-Steagall  Act  in  that  Company  will  al¬ 
ways  conduct  trades  without  recourse  and  on  the  order 
and  for  the  account  of  customers  and  not  for  its  own 
account.3 

B.  Brokerage  As  Riskless  Principal  Is  Equivalent  To 
Brokerage  As  Agent  Permissible  Under  The  Act 

A  broker,  acting  as  agent,  effects  transactions  in  securi¬ 
ties  for  the  account  of  others  and  does  not  buy  or  sell 
securities  for  its  own  account.  A  broker  who  acts  as  agent 
does  not  carry  any  inventory  of  securities  and  does  not 
assume  any  market  or  issuer  risk.  On  the  basis  of  the  facts 
presented,  Company  clearly  will  be  conducting  itself  as 
the  legal  and  economic  equivalent  of  a  broker  acting  as 
agent,  which  has  been  determined  by  case  law  to  be  per¬ 
missible  under  the  Glass-Steagall  Act.  Company  will  not 
carry  any  inventory  of  securities  because  Company  will 
only  conduct  its  activities  as  riskless  principal.  It  will  buy 
or  sell  securities  only  if  it  can  conduct  a  simultaneous  off¬ 
setting  sale  or  purchase  of  the  securities.  In  addition, 
Company  will  be  compensated  in  the  exact  same  man¬ 
ner  as  an  agent,  in  that  it  will  receive  commissions  rather 
than  a  dealer's  mark-up  that  is  usually  associated  with 
the  assumption  of  market  or  issuer  risk. 

From  a  legal  perspective,  Company's  obligations  and 
contractual  agreements  with  the  Foreign  Securities  Sub¬ 
sidiaries  make  Company  subject  to  only  those  risks  as¬ 
sumed  by  a  broker  acting  as  agent.  The  U.S.  Supreme 
Court  analyzed  the  risks  incurred  by  a  broker  acting  as 
agent  as  follows: 

As  underwriter  and  dealer,  the  firm  buys  and  sells 
securities  on  its  own  account,  thereby  assuming  all 
risk  of  loss.  As  broker,  the  firm  buys  and  sells  securi¬ 
ties  as  an  agent  for  the  account  of  customers.  In 
these  transactions,  it  is  the  customer,  rather  than  the 
securities  firm,  who  bears  the  risk  of  loss.  ( Schwab , 

104  S.  Ct.  at  3010  n.  18.) 

Similarly,  the  customers  of  Company  will  bear  the  risk  of 
loss,  rather  than  Company.  With  respect  to  foreign  secu¬ 
rities  and  ADRs  as  to  which  Company  is  a  registered 


diskless  principal  brokerage  is  also  not  prohibited  by  section  21  of 
the  Glass-Steagall  Act;  as  determined  in  Security  Pacific ,  brokerage 
without  recourse,  on  the  order  and  for  the  account  of  customers  is  per 
missible  under  section  16  and  not  prohibited  by  section  21  of  the  Act 
Security  Pacific.  577  F  Supp  at  254-257.  Cf  Schwab.  104  S.  Ct.  at 
3012  (section  20) 
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NASD  market  maker,  Company  will  only  enter  bid  and 
ask  quotations  in  the  NASDAQ  System  (or  other  over-the 
counter  listings)  after  receiving  firm  orders  from  the  For¬ 
eign  Securities  Subsidiaries.  Hence,  any  purchase  or  sale 
order  received  by  Company  for  a  security  in  which  Com¬ 
pany  acts  as  a  "market  maker"  will  already  be  matched 
by  an  offsetting  order  from  a  Foreign  Securities  Subsidi¬ 
ary.  In  those  cases  where  Company  receives  an  order 
for  such  a  security  which  exceeds  those  placed  by  the 
Foreign  Securities  Subsidiaries,  Company  will  be  under 
no  legal,  regulatory  or  contractual  obligation  to  execute 
the  order  for  the  excess  amount.  See  n.1  supra. 

For  those  securities  in  which  Company  is  not  a  market 
maker  under  NASD  rules,  Company  need  not,  and  will 
not,  execute  a  purchase  or  sale  transaction,  unless  it  can 
simultaneously  effect  an  offsetting  transaction.4  In  case 
of  a  fail  by  the  Foreign  Securities  Subsidiary,  Company 
is  authorized  to  instruct  officers  of  Corporation  to  trans¬ 
fer  sufficient  funds  to  complete  the  transaction.  If  a  U.S. 
customer  of  Company  should  fail  to  deliver  cash  or  secu¬ 
rities  at  the  time  of  settlement,  the  Foreign  Securities  Sub¬ 
sidiary  will  agree  to  take  back  its  securities  and  will  bear 
any  market  risk  that  may  have  occurred  during  the  time 
that  Company  had  custody  of  the  securities.  Thus,  in  all 
cases  Company  is  insulated  to  the  same  extent  as  a  brok¬ 
er  acting  as  agent  from  any  market  or  issuer  risk  that  may 
occur. 

In  sum,  riskless  principal  activities  are  the  legal  and  eco¬ 
nomic  equivalent  of  permissible  agency  brokerage  ac¬ 
tivities  inasmuch  as  riskless  principal  brokerage  is  con¬ 
ducted  in  a  manner  consistent  with  the  express  terms  of 
section  16.  This  position  is  in  accord  with  the  SEC  and 
the  Federal  Reserve  Board  positions  which  have  recog¬ 
nized  the  agency  nature  of  "riskless  principal"  activities 
and  have  treated  such  activities  as  agency  transactions. 
The  SEC  has  stated  that  riskless  principal  transactions 
"are  in  many  respects  equivalent  to  transactions  conduct¬ 
ed  on  an  agency  basis".  Securities  Exchange  Act  Release 
No.  15219,  [1978  Transfer  Binder]  Fed.  Sec.  L.  Rep.  (CCH) 
181,746  at  80,970  (Oct.  6,  1978).  The  Federal  Reserve 
Board,  in  approving  BankAmerica  Corporation’s  acqui¬ 
sition  of  Charles  A.  Schwab  &  Co.,  stated,  "[l]n  infrequent 
cases,  Schwab  may  purchase  municipal  securities  in  a 
new  issue  as  riskless  principal  —  with  its  own  assets  but 
only  after  a  firm  customer  order  for  such  securities  has 
been  received.  These  riskless  principal  transactions  (also 
not  a  principal  activity  of  Schwab)  appear  to  be  consis¬ 
tent  with  permissible  brokerage  activities....’’  In  re 
BankAmerica  Corp.,  69  Fed.  Res.  Bull.  105,  116,  n.  55 
(1982)  (emphasis  supplied). 

4ln  those  cases  in  which  Company  is  not  an  NASD  market  maker,  Com¬ 
pany  has  no  obligation  to  accept  and  execute  an  order  inquiry  placed 
by  a  U  S.  customer 


C.  Brokerage  As  Riskless  Principal  Is  Not  Prohibited  By 
Other  Glass-Steagall  Considerations 

Because  the  activities  of  Company  are  authorized  by  the 
plain  language  of  the  section  16  of  the  Act,  the  consider¬ 
ation  of  the  "hazards"  against  which  the  Glass-Steagall 
Act  is  directed,  as  enunciated  by  the  Supreme  Court  in 
Investment  Company  Institute  v.  Camp ,  401  U.S.  617 
(1971),  is  not  necessary.5  However,  a  review  of  Compa¬ 
ny's  activities  reveals  that  none  of  these  hazards  exist. 

Company  will  not  maintain  any  securities  for  its  own  ac¬ 
count  and  therefore,  will  not  assume  any  risks  that  arise 
when  a  dealer  or  underwriter  invests  in  securities.  The 
Supreme  Court  in  Schwab  noted: 

None  of  the  more  "subtle  hazards"  of  underwriting 
identified  in  Camp  is  implicated  by  the  brokerage  ac¬ 
tivities  in  issue  here.  Because  Schwab  trades  only 
as  agent,  it  assets  are  not  subject  to  the  vagaries  of 
the  securities  markets.  Moreover,  Schwab's  profits  de¬ 
pend  solely  on  the  volume  of  shares  it  trades  and 
not  on  the  purchase  or  sale  of  particular  securities. 
Thus,  [BankAmerica  Corporation]  has  no  "sales¬ 
man’s  stake"  in  the  securities  Schwab  trades.  It  can¬ 
not  increase  Schwab’s  profitability  by  having  its  bank 
affiliate  extend  credit  to  issuers  of  particular  securi¬ 
ties,  nor  by  encouraging  the  bank  affiliate  to  favor 
particular  securities  in  the  management  of  deposi¬ 
tors’  assets.  ( Schwab ,  104  S.Ct.  at  3011). 

As  in  the  case  in  Schwab ,  Company  trades  only  as  a  per¬ 
missible  broker  and  its  assets  are  not  subject  to  market 
risk.  Company’s  profits  depend  solely  on  the  commis¬ 
sions  it  makes  rather  than  the  value  of  specific  securities. 
The  Bank,  like  BankAmerica  Corp.  in  Schwab ,  has  no 
salesman’s  stake  in  the  securities  in  which  Company 
trades.  Thus,  the  activities  of  Company  do  not  present 
any  of  the  hazards  that  the  Glass-Steagall  Act  was  meant 
to  prevent. 

II.  Research  and  Investment  Advice 

In  addition  to  its  brokerage  activities,  Company  will  pro¬ 
vide  to  its  U.S.  customers  investment  advice  on  foreign 
companies  and  foreign  securities.  The  research  and  ad¬ 
vice  is  produced  in-house  by  Company  or  obtained  for 
a  fee  from  the  Foreign  Securities  Subsidiaries. 

Institutional  customers  receive  advice  from  Company 
through  periodic  mailings  of  written  material  and  over  the 

5Cr.  Board  of  Governors  of  the  Federal  Reserve  System  v  Investment 
Company  Institute.  450  U  S  46  (1981),  in  which  the  Supreme  Court 
stated  that  a  bank  holding  company  affiliate  may  operate  as  an  invest 
ment  adviser  to  a  closed-end  investment  company  because  this  ac 
tivity  was,  among  other  things,  permissible  under  the  language  of  the 
Glass-Steagall  Act  The  Court  rejected  arguments  by  the  ICI  that  such 
activities  were  nonetheless  impermissible  because  they  raise  the  ha? 
ards  enunciated  in  the  Supreme  Court  s  decision  in  ICI  v  Camp 
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telephone.  Company  has  no  discretionary  accounts, 
"herefore,  all  decisions  whether  to  buy  or  sell  a  particu- 
ar  security  are  made  solely  by  the  customer.  Company’s 
only  compensation  for  the  advisory  services  it  renders 
is  in  the  form  of  brokerage  commissions.  Company  does 
not  presently  intend  to  charge  separately  for  investment 
advisory  services  but  may  implement  a  separate  charge 
at  some  time  in  the  future. 

A  bank  s  provision  of  research  and  investment  advice  in 
conjunction  with  its  brokerage  service  is  permissible 
under  the  Glass-Steagall  Act  if  no  sales  or  purchases  are 
executed  unless  directed  by  the  customer,  and  the  cus¬ 
tomer  has  full  beneficial  ownership  of  the  securities. 
NYSE,  404  F.  Supp.  at  1097;  American  National  Decision 
199,732  at  87,183.  In  the  present  case,  Company’s  cus¬ 
tomers  will  make  all  investment  decisions  concerning  the 
purchase  or  sale  of  securities.  Company  will  maintain  no 
discretionary  accounts  and  will  execute  transactions  only 
after  receiving  firm  offsetting  orders.  Therefore,  the  pro¬ 
vision  of  research  and  investment  advice  by  Company 
is  permissible  under  the  Act. 

III.  Branching 

Company's  operations  are  currently  conducted  in  New 
York,  New  York,  which  is  a  permissible  location  under  the 
branching  restrictions  of  the  McFadden  Act,  12  U.S.C.  § 
36.  Company  also  maintains  an  office  in  Los  Angeles, 
California,  at  which  it  conducts  sales  activities  on  behalf 
of  the  New  York  office  but  does  not  execute  securities 
transactions. 

This  Office  notes  that  in  Security  Pacific,  supra,  the  Court 
of  Appeals  affirmed  the  district  court’s  decision  holding 
that  discount  brokerage  activities  are  legitimate  bank  ac¬ 
tivities  subject  to  the  branching  restrictions  of  12  U.S.C. 

§  81  and  12  U.S.C.  §  36  and,  therefore,  unavailable  at 
non-branch  locations.  The  Office  filed  a  petition  for  cer¬ 
tiorari  with  the  Supreme  Court  seeking  review  of,  among 
other  things,  the  Court  of  Appeal’s  decision  on  the 
branching  issue.  This  petition  was  granted  on  March  3, 
1986.  We  are,  however,  cautioning  national  banks  intend- 
ng  to  conduct  brokerage  activities  at  non-branch  loca¬ 
tions  about  the  Court  of  Appeal’s  decision.  If  this  deci¬ 
sion  is  affirmed,  banks  will  be  required  to  restrict  their 
securities  brokerage  activities  to  their  main  office  or  to 
or^"or  ocations  In  this  regard,  however,  the  Bank  states 
that  it  will  take  such  steps  as  are  necessary  to  comply 
//ith  existing  law  and  future  developments. 

Conclusion 

This  Office  has  carefully  considered  the  legality  of  the  ac¬ 
tivities  proposed  by  the  Bank  for  Company.  For  the  rea¬ 
sons  presented  above,  this  Office  concludes  that  these 
acti/if,es  are  legally  permissible  under  the  Glass-Steagall 
Act  anrj  the  Bank  may  proceed  with  its  acquisition  Our 


opinion  is  limited  to  the  activities  discussed  in  this  letter 
and  the  Bank’s  Notification.  Any  expansion  of  the  Par¬ 
ent  s  or  Company  s  activities  beyond  those  discussed  will 
require  a  separate  notification  pursuant  to  12  C.F.R.  § 
5.34(d)(1)(i).  We  reserve  the  right  to  monitor  the  activities 
of  the  Bank  and  Company  to  ensure  their  adherence  to 
applicable  legal  requirements,  and  to  modify  our  posi¬ 
tion  on  the  basis  of  our  monitoring  activities,  or  as  future 
legislative,  regulatory  or  judicial  developments  warrant. 
Our  position  is  based  strictly  on  the  facts  presented 
above;  any  deviation  in  the  Bank’s  or  Company’s  activi¬ 
ties  from  those  facts  may  require  a  different  conclusion. 
Moreover,  our  conclusion  is  premised  on  compliance  by 
the  Bank  and  its  affiliates  with  all  applicable  U.S.  and  for¬ 
eign  legal  and  regulatory  requirements. 

Judith  A.  Walter 
Senior  Deputy  Comptroller 
for  National  Operations 

★  ★  ★ 

372— November  7,  1986 

Mr.  Paul  K.  Johnson 
Senior  Attorney 

The  First  National  Bank  of  Chicago 
One  First  National  Plaza 
Chicago,  Illinois  60670 

Dear  Mr.  Johnson: 

This  is  in  response  to  your  October  3,  1985,  notification 
that  First  Chicago  Futures,  Inc.  (FCFI),  an  operating  sub¬ 
sidiary  of  the  First  National  Bank  of  Chicago  (Bank),  wish¬ 
es  to  act  as  a  broker-dealer  and  market  maker  of 
exchange-traded  options  on  foreign  currencies  so  that 
it  can  execute  trades  for  its  own  account,  for  the  account 
of  the  Bank,  and  for  the  account  of  customers.  FCFI  will 
register  as  a  market  maker  with  the  Chicago  Board  of 
Options  Exchange  (CBOE)  and  as  a  Registered  Options 
Trader  (ROT)  with  the  Philadelphia  Stock  Exchange  (Phlx). 
The  functions  of  a  market  maker  and  those  of  an  ROT 
are  identical.  In  addition,  FCFI  will  join  The  Options  Clear¬ 
ing  Corporation  so  that  FCFI  can  clear  its  own  trades  with 
CBOE  and  Phlx.  FCFI’s  activities  in  CBOE,  Phlx  and  The 
Options  Clearing  Corporation  will  necessitate  FCFI’s 
registration  with  the  Securities  and  Exchange  Commis¬ 
sion  as  a  broker-dealer  as  well  as  membership  in  the  Na¬ 
tional  Association  of  Securities  Dealers.  The  proposed 
new  activity  will  be  conducted  at  the  existing  premises 
of  FCFI  in  Chicago. 

In  a  letter  dated  October  18,  1985,  you  responded  to  our 
question  about  the  scope  of  liability  to  which  FCFI  and 
the  Bank  might  become  subject  as  a  consequence  of 
FCFI’s  proposal  to  join  the  CBOE.  When  FCFI  becomes 
a  clearing  member  of  The  Options  Clearing  Corporation, 
it  becomes  subject  to  the  by-laws  and  rules  of  The  Op- 
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tions  Clearing  Corporation,  including  those  establishing 
its  clearing  fund.  You  explained  that  the  responsibilities 
and  contractual  duties  set  forth  in  the  by-laws  and  rules 
apply  only  to  a  clearing  member  and  not  its  parent  cor¬ 
poration.  Accordingly,  under  the  by-laws  and  rules,  a  par¬ 
ent  corporation  is  not  responsible  to  the  Options  Clear¬ 
ing  Corporation  for  the  obligations  of  its  subsidiary 
clearing  member.  Therefore,  the  Bank  will  not  be  respon¬ 
sible  for  obligations  incurred  by  FCFI  in  connection  with 
its  exchange  membership.  The  Bank's  exposure  will  be 
limited  to  the  amount  of  capital  it  invests  in  FCFI. 

For  the  reasons  given  below,  FCFI  may  engage  in  the 
proposed  activity.  Pursuant  to  express  authorization  in  12 
U.S.C.  §  24  (Seventh),  national  banks  can  engage  in  the 
business  of  "buying  and  selling  exchange,  coin,  and  bul¬ 
lion"  without  limitation.  The  trades  can  be  for  a  bank’s 
own  account  or  for  customers.  Incidental  to  this  express 
authority,  national  banks  can  buy  and  sell  options  on  for¬ 
eign  currencies,  i.e.,  exchange,  for  themselves  and  for 
customers.  Since  an  operating  subsidiary  can  engage 
in  any  activity  which  its  parent  bank  can  do  directly,  an 
operating  subsidiary  can  buy  and  sell  options  on  foreign 
currencies  for  the  account  of  the  bank  and  for  other  af¬ 
filiated  and  unaffiliated  customers.  Indeed,  the  OCC  has 
already  ruled  favorably  on  the  question.  OCC  News 
Release,  NR  83-36,  May  13,  1983  [1983-84  Transfer 
Binder]  Fed.  Banking  L.  Rep.  (CCH)  1  99,554,  (Provident 
National  Bank,  Bryn  Mawr,  Pennsylvania,  can  engage  in 
trading  of  foreign  currency  options  through  an  operat¬ 
ing  subsidiary  for  the  bank’s  account  and  for  customers). 
Cf.  Interpretive  Letter  No.  260,  June  27,  1983,  [1983-1984 
Transfer  Binder]  Fed.  Banking  L.  Rep.  (CCH)  %  85,424 
(It  is  permissible  for  a  national  bank  to  buy  and  sell,  for 
its  own  account,  financial  options  on  bank-eligible  fixed- 
income  securities  within  limits  patterned  after  Banking  Cir¬ 
cular  79  [3rd  Rev.  April  19,  1983]).  This  Office  has  like¬ 
wise  approved  a  national  bank  subsidiary’s  activities  as 
a  market  maker  on  an  exchange.  Letter  from  Michael 
Patriarca,  Deputy  Comptroller  for  Multinational  Banking, 
January  11,  1984,  to  a  national  bank. 

Having  approved  FCFI’s  proposal  to  buy  and  sell  options 
on  foreign  currencies  and  to  conduct  market  making  ac¬ 
tivities,  as  discussed  above,  we  see  no  problem  with 
FCFI’s  activities  as  a  clearing  member  of  The  Options 
Clearing  Corporation.  The  OCC  has  previously  approved 
a  national  bank  subsidiary’s  request  to  clear  its  own 
trades  in  connection  with  an  approval  to  buy  and  sell  op¬ 
tions  for  its  own  account,  for  the  parent  bank  and  for  cus¬ 
tomers.  See  Letter  from  Michael  Patriarca,  cited  above. 
Our  initial  concern  about  the  possible  liability  of  the  Bank 
should  FCFI  operate  as  a  clearing  member  has  been 
satisfactorily  addressed  by  you.  However,  if  there  is  any 
change  with  respect  to  the  Bank’s  potential  liability  as 
regards  FCFI’s  activities  as  a  member  of  CBOE  or  Phlx, 
we  ask  that  you  notify  this  Office  immediately. 


Judith  A.  Walter 
Senior  Deputy  Comptroller 
for  National  Operations 

*  *  * 


373— November  13,  1986 

This  is  in  response  to  your  letter  of  October  24,  1986,  con¬ 
cerning  the  legal  investment  status  for  national  banks  of 
Small  Business  Administration-guaranteed  pool  certifi¬ 
cates  (pool  certificates). 

Section  5(g)(1)  of  the  Small  Business  Act,  15  U.S.C. 

§ 634(g)(1),  as  amended,  authorizes  the  SBA  or  its  agent 
to  issue  trust  certificates  representing  ownership  of  all  or 
a  fractional  part  of  the  guaranteed  portion  of  one  or  more 
loans  which  have  been  guaranteed  by  the  SBA  under 
the  Act,  except  loans  guaranteed  under  15  U.S.C.  § 
636(a)(13).  Section  5(g)(3),  15  U.S.C.  §  634(g)(3),  provides 
specifically  that  “[t]he  full  faith  and  credit  of  the  United 
States  is  pledged  to  the  payment  of  all  amounts  which 
may  be  required  to  be  paid  under  any  guarantee  of  such 
trust  certificates  issued  by  the  Administration  [SBA]  or  its 
agent  pursuant  to  this  subsection." 

I  agree  with  your  analysis  and  conclusion  that  the  pool 
certificates  are  "obligations  of  the  United  States”  within 
the  meaning  of  12  U.S.C.  §  24  (Seventh),  and  hence  eligi¬ 
ble  for  unlimited  purchase,  dealing  in,  underwriting,  and 
holding  by  national  banks  as  "Type  I  securities"  under 
the  Comptroller’s  investment  securities  regulation,  12 
C.F.R.  Part  1.  You  are  also  correct  that  no  marketability 
requirement  is  imposed  on  Type  I  securities  (in  contrast 
to  Type  II  and  III  securities).  Compare  12  C.F.R.  §§1.4 
and  1.110  with  1.5(a)  and  1.140. 

The  only  remaining  question  is  whether  the  Comptroller's 
Banking  Circular  181,  which  imposes  prudential  stan¬ 
dards  on  national  bank  purchases  of  loans  and  loan  par¬ 
ticipations,  should  apply  to  the  purchase  of  these  pool 
certificates.  Comptroller  Staff  Interpretive  Letter  No.  350, 
September  19,  1985  [Current]  Fed.  Banking  L.  Rep. 
(CCH)  1  85,520  held  that  Banking  Circular  181  did  en¬ 
compass  these  pool  certificates,  as  well  as  SBA- 
guaranteed  loan  participations,  even  though  such  pool 
certificates  and  participations  are  obligations  of  the  United 
States.  Of  course  independent  credit  analysis  of  under¬ 
lying  borrowers  was  deemed  unnecessary,  since  the  pur¬ 
chasing  bank  would  be  relying  on  the  SBA  guarantee 
rather  than  borrower  repayments.  Instead,  Interpretive 
Letter  No.  350  concluded  that  a  national  bank  "should 
require  sufficient  documentation  to  assure  itself  that  the 
participations  purchased  or  underlying  the  pool  are  not 
in  default  and  were  originated  in  accordance  with  proper 
procedures  by  the  originating  lenders,  and  that  the  seller 
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and/or  servicer  of  the  items  have  complied  with  all  the 
terms  of  the  guarantee.’’ 

Having  reconsidered  the  SBA  program  in  consultation 
with  OCC  supervisory  personnel  who  participated  in  the 
drafting  of  Banking  Circular  181,  I  agree  with  your  con¬ 
tention  that  the  Circular  should  not  be  applied  to  the  SBA 
pool  certificates  in  question.  The  Call  Report  instructions 
for  FDlC-insured  banks  have  recently  been  modified  so 
that  bank  holdings  of  these  certificates  are  reported  as 
U.S.  Government  agency  and  corporation  obligations” 
in  Item  1(b)  on  the  FFIEC  034  and  in  Item  2(b)  on  the 
FFIEC  031,  032,  and  033.  The  instructions  further  state 
that  ‘all  other  holdings  of  SBA-guaranteed  portions  of 
loans,  regardless  of  whether  originated  by  the  reporting 
bank  or  purchased  from  others,  are  to  be  reported  as 
loans.  The  same  distinction  should  prevail  with  respect 
to  Banking  Circular  181,  i.e.,  it  applies  to  SBA-guaranteed 
loans  and  loan  participations  but  not  to  the  SBA  pool  cer¬ 
tificates. 

I  trust  that  this  reply  is  responsive  to  your  inquiry. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  *  ★ 

374 — December  4,  1986 

Re:  Purchase  of  Lease  Participations  by  National  Banks 

This  is  in  response  to  the  letter  from  ***  of  your  office  to 
Peter  Liebesman  of  this  Division  which  has  been  referred 
to  me  for  reply.  You  request  a  ruling  that  a  national  bank 
may  purchase  a  participation  interest  of  less  than  100  per¬ 
cent  in  an  equipment  lease  financing  receivable  without 
being  considered  to  have  engaged  in  partnership  activi¬ 
ties  prohibited  under  Merchants  National  Bank  v.  Wehr- 
mann,  202  U.S.  295  (1906).  I  believe  that,  inasmuch  as 
such  leases  are  considered  financing  transactions  for 
bank  regulatory  purposes,  participation  in  leases  —  just 
as  participations  in  other  lending  vehicles  —  is  a  permis¬ 
sible  activity  for  national  banks. 

***  is  a  multistate  bank  holding  company.  Among  its  sub¬ 
sidiaries  are  15  national  banks  and  ***  (subsidiary)  is  a 
non-bank  subsidiary  of  the  holding  company  that 
originates  equipment  leases  pursuant  to  Section 
225  25(b)(5)  of  Regulation  Y  and  sells  participations  in 
such  leases  From  time  to  time,  the  ***  subsidiary  national 
ba^'ks  purchase  from  participations  in  equipment  leases 
originated  by  subsidiary.  In  most  cases,  the  banks  pur¬ 
er  ase  a  100  percent  participation  in  such  leases.  Recent- 
7  however  ***  (bank)  purchased  a  50  percent  partici- 
pa*  on  interest  in  a  lease  originated  by  subsidiary  and  it 
s  subsidiary  s  intention  to  offer  less  than  100  percent  par¬ 
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ticipations  to  the  banks  in  the  bank  holding  company  sys¬ 
tem  in  the  future. 

The  affiliated  banks  do  not  purchase  lease  participations 
from  subsidiary  unless,  prior  to  subsidiary’s  making  the 
lease  commitment,  the  affiliated  bank  has  evidenced  an 
intent  to  participate  in  the  lease  after  having  itself  made 
an  independent  credit  review  of  the  transaction.  Under 
subsidiary’s  procedures,  the  evidence  of  an  affiliate’s  in¬ 
tent  to  participate  must  be  received  in  the  form  of  a  writ¬ 
ten  statement  before  subsidiary  commits  to  the  lease  cus¬ 
tomer  to  enter  into  the  lease. 

It  is  my  understanding  that  leases  in  which  the  national 
banks  would  purchase  an  interest  conform  to  the  require¬ 
ments  of  Interpretive  Ruling  7.3400,  12  C.F.R.  §  7.3400 
(governing  personal  property  leasing  by  national  banks), 
and  that  the  national  bank’s  purchase  of  lease  participa¬ 
tions  would  be  conducted  in  accordance  with  the  guide¬ 
lines  for  Banking  Circular  181  (revised  August  2,  1984) 
(describing  prudential  factors  in  purchasing  participa¬ 
tions).  Similarly,  the  banks  report  such  lease  and  lease 
participation  activity  in  accordance  with  the  Call  Report 
instructions  for  lease  financing  receivables. 

Leases  of  personal  property  appropriately  structured  are 
considered  to  be  financing  transactions  for  bank  regula¬ 
tory  purposes.  See,  e.g.,  M  &  M  Leasing  Corproation  v. 
Seattle-First  National  Bank ,  563  F.2d  1377,  1382-83  (9th 
Cir.  1977),  cert,  denied,  436  U.S.  956  (1978).  Such  leases 
are  in  essence  loans  to  the  lessee  secured  by  the  leased 
property. 

Accordingly,  for  bank  regulatory  purposes  participations 
in  lease  financing  receivables  should  be  viewed  in  the 
same  way  as  participations  in  loans,  notwithstanding  the 
fact  that  in  a  lease  participation  the  co-lessors  may  be 
nominally  co-owners  of  the  leased  property.  Such  nomi¬ 
nal  co-ownership  does  not  alter  the  essential  character 
of  the  transaction  as  an  extension  of  credit  and  partici¬ 
pation  therein.  In  my  opinion,  this  participation  would  not 
be  viewed  as  creating  a  “partnership”  for  purposes  of 
bank  regulatory  law.  I  note  also  your  opinion  that  mere 
joint  ownership  of  property  does  not  of  itself  establish  a 
partnership  under  applicable  state  partnership  law. 

Just  as  with  loan  participations,  when  lease  participations 
are  purchased  from  an  affiliate  such  as  subsidiary  rather 
than  from  a  non-affiliated  company,  the  transaction  may 
be  subject  to  12  U.S.C.  §  371c.  In  my  opinion,  the  lease 
participation  transactions  with  subsidiary,  conducted  as 
described,  would  not  be  covered  transactions  under  sec¬ 
tion  371c,  based  upon  the  Federal  Reserve  Board's  in¬ 
terpretation  with  respect  to  the  purchase  of  loan  partici¬ 
pations.  See  12  C.FR.  §  250.250(c). 

Of  course,  if  the  activities  of  the  co-lessors  with  respect 
to  the  leased  property  were  to  extend  beyond  those 


Of  course,  if  the  activities  of  the  co-lessors  with  respect 
to  the  leased  property  were  to  extend  beyond  those 
proper  for  bank  lessors  in  financial  leases  (e.g.,  beyond 
activities  contemplated  in  Interpretive  Ruling  7.3400),  or 
if  upon  default  by  a  lessee  the  co-lessors  were  to  engage 
in  substantial  active  management  of  the  property,  further 
consideration  of  the  joint  venture  or  partnership  status 
of  the  arrangement  would  be  necessary. 

Similarly,  my  opinion  addresses  only  situations  in  which 
a  national  bank  purchases  participations  on  a  discrete 
transaction-by-transaction  basis.  If  a  bank  and  another 
company  were  to  set  up  an  on-going  venture  with  a  view 
to  seeking  joint  leasing  opportunities,  further  considera¬ 
tion  would  be  necessary. 

If  you  have  further  questions,  please  feel  free  to  contact 
Richard  H.  Cleva,  an  attorney  in  this  Division,  at  (202) 
447-1880. 1  trust  this  has  been  responsive  to  your  inquiry. 

William  B.  Glidden 

Assistant  Director 

Legal  Advisory  Services  Division 

★  ★  ★ 


Investment  Securities  Letters 

1— May  30,  1986 

Re:  Due  Bills  —  Banking  Circular  182 

We  have  received  your  procedures  for  compliance  with 
Banking  Circular  182  (BC-182)  in  your  letter  dated  March 
19, 1986.  The  procedures  are  generally  acceptable.  There 
are,  however,  several  exceptions  in  the  procedures  which 
prevent  them  from  being  in  full  compliance  with  BC-182. 

Your  procedures  state  customers  will  be  provided  “a 
description  of  collateral  and  that  its  market  value  is  suffi¬ 
cient"  within  one  day  after  settlement  when  you  are  in 
a  “  'fail  to  receive’  status."  However,  your  letter  goes  on 
to  state  "a  proper  amount  of  Treasury  securities"  is  not 
actually  pledged  to  the  customer’s  funds  until  three  busi¬ 
ness  days  after  the  fail.  These  statements  are  contradic¬ 
tory.  The  customer  should  be  advised  if  collateral  is  not 
pledged  at  the  time  of  notification;  and  the  procedures 
for  any  subsequent  pledging  of  collateral  should  be  ex¬ 
plained.  Please  clarify  this  point. 

Additionally,  the  following  items  must  be  included  in  cus¬ 
tomer  disclosures  pursuant  to  BC-182: 

•  a  notice  of  the  rights  and  liabilities  of  both  parties 
to  the  transaction; 

•  the  reasons  for  the  due  bill; 


•  a  statement  indicating  that  to  the  extent  the  mar¬ 
ket  value  of  the  collateral  is  insufficiently,  the  cus¬ 
tomer  may  be  an  unsecured  creditor  of  the  bank. 

I  trust  this  has  been  responsive  to  your  request.  If  you 
have  any  questions,  please  call  me  or  National  Bank  Ex¬ 
aminer  Gayla  J.  Hugghins  at  (202)  447-1901. 

Owen  Carney 
Director 

Investment  Securities  Division 

*  ★  ★ 


2 — June  16,  1986 

This  is  in  response  to  ***’s  April  8,  1986  letter  and  your 
May  29,  1986  letter  to  Owen  Carney  concerning  ***’s  pro¬ 
posal  to  securitize  automobile  loans.  We  view  the  pro¬ 
posed  transaction  as  a  sale  for  regulatory  reporting  pur¬ 
poses  because  the  investors’  recourse  to  the  bank  will 
be  limited  to  claims  against  specifically  identified  contin¬ 
gent  revenues  produced  by  the  sold  loans  that  are  allo¬ 
cated  to  a  "Collection  Account."  To  the  extent  that  funds 
in  the  "Collection  Account"  are  not  sufficient  to  pay  in¬ 
vestors'  claims,  draws  may  be  made  against  a  letter  of 
credit  supplied  by  an  independent  third  party.  All  losses 
in  excess  of  funds  in  the  "Collection  Account"  and  the 
amount  payable  under  letter  of  credit  will  be  borne  by 
investors.  The  bank  will  have  a  residual  interest  in  the 
funds  maintained  in  the  "Collection  Account"  that  will  be 
payable  to  the  bank  after  investor  claims  are  satisfied. 
However,  because  of  the  uncertainty  of  the  bank’s  even¬ 
tual  receipt  of  any  residual  interest  in  funds  remaining  in 
the  "Collection  Account"  or  other  accounts  used  to  facili¬ 
tate  the  securitization  process,  the  bank  will  not  recog¬ 
nize  its  residual  interest  in  these  accounts  as  current  in¬ 
come  for  either  financial  or  regulatory  reporting  purposes 
until  the  funds  are  actually  received.  Thus,  investors  tak¬ 
ing  losses  on  the  sold  loans  will  have  no  claim  against 
bank  assets  or  capital  and  investor  losses  can  in  no  way 
diminish  bank  earnings. 

In  the  event  that,  in  practice,  there  is  any  recourse  to  the 
bank,  whether  implicit  or  express,  we  will  reconsider  our 
determination  that  this  securitization  method  results  in  a 
sale. 

If  you  have  any  questions  or  additional  arguments  con¬ 
cerning  this  matter,  please  direct  them  to  Owen  Carney, 
Director,  Investment  Securities  Division,  (202)  447-1901 

Michael  Patriarca 
Deputy  Comptroller  for 
Multinational  Banking 
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3— July  17,  1986 

This  IS  in  response  to  your  March  24,  1986  letter  which 
requested  clarification  of  our  previous  telephone  conver¬ 
sations  regarding  Variable  Rate  Demand  Notes  (VRDNs) 
Your  letter  was  accompanied  by  information  describing 
tax  exempt  VRDNs  backed  by  a  letter  of  credit  (LOC)  from 

The  ,nf0rmatl0n  deluded  a  prospectus  for  a 
VRDN  issue  that  you  have  purchased.  The  securities  were 
issued  by  the  Housing  Authority  of  Cobb  County,  Geor¬ 
gia,  and  supported  by  a  LOC  issued  by  Bankers  Trust 

Company.  Following  is  a  summary  of  the  points  we  dis¬ 
cussed. 

You  asked  if  these  VRDNs  would  be  treated  by  examiners 
as  loans  or  as  securities  for  application  of  the  legal  lend¬ 
ing  limit  of  12  USC  84  or  the  investment  limit  of  12  CFR 
As  I  earlier  indicated,  loans  usually  result  from  direct 
negotiations  between  a  borrower  and  a  lender  or  the 
lender  s  agent.  Loan  terms  are  usually  specialized  to  meet 
interest  of  the  lender  and  needs  of  the  borrower.  On  the 
other  hand,  a  security  is  usually  acquired  through  a  third 
party,  a  broker  or  dealer  in  securities.  Most  securities  have 
standardized  terms  which  can  be  compared  to  the  terms 
of  other  market  offerings.  A  security  eligible  for  investment 
by  a  national  bank  must  be  a  "marketable"  obligation 
in  the  form  of  a  bond,  note  or  debenture  which  is  com¬ 
monly  regarded  as  an  "investment  security"  The  term 
"investment  security"  means  a  security  which  is,  because 
of  its  rating  (or  if  non-rated,  its  unquestioned  credit  quali¬ 
ty),  commonly  regarded  as  having  few  speculative  credit 
characteristics.  The  term  "marketable  securities"  as  used 
m  12  USC  24  and  12  CFR  1  has  been  interpreted  to  mean 
the  security  can  be  sold  with  a  "predictable  immedia¬ 
cy,  i  e. ,  quickly  sold  at  a  value  approximating  its  worth. 

In  our  conversations,  you  said  your  review  of  the  Hous¬ 
ing  Authority  of  Cobb  County,  Georgia  VRDNs  indicat¬ 
ed  they  would  be  considered  marketable  securities,  as 
opposed  to  loans,  because  of  their  public  distribution  and 
standardized  terms. 

The  question  then  arises:  do  you  apply  investment  limits 
of  12  CFR  1  to  the  Housing  Authority  of  Cobb  County 
or  to  Bankers  Trust  Company,  who  is  the  "economic  ob- 
hgor  on  the  bonds?  The  Housing  Authority  got  the  bond 
proceeds  and  is  obligated  to  pay  the  bonds.  Bankers 
rust  company,  the  LOC  writer,  was  also  the  underwriter 
and  thus  received  the  monies  paid  by  investors;  and  is 
obligated  to  pay  out  investors  on  seven  days’  notice. 

The  prospectus  states  on  its  cover 

From  rhe  date  of  original  issuance  through  Decem¬ 
ber  15,  1993,  the  Bonds  will  be  payable  from  fl  lottor 

qf  credit  (the  Letter  of  Credit")  issued  by  Bankers 
Trust  Company" 

Promotional  material  supplied  by  you  states,  in  part 
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"VRDNs  normally  receive  the  highest  possible  rat¬ 
ings  from  Moody's  Investor  Service  or ...  Standard 
and  Poor's  Corporation  ...  These  ratings  are  based 
on  the  issue’s  underlying  credit  or  on  the  support 
facility  securing  the  issue." 

The  credit  quality  of  the  VRDNs  appears  to  be  based  on 
the  support  facility  backing  the  bonds;  in  this  case,  a  LOC 
from  Bankers  Trust  Company.  The  provider  of  the  sup¬ 
port  facility  is  clearly  the  "economic  obligor,"  on  which 
credit  quality  determinations  and  ratings  are  based.  Both 
the  bank  and  the  rating  services  are  unquestionably  look¬ 
ing  to  the  Bankers  Trust  Company  LOC  for  payment. 

Just  as  we  look  to  the  "economic  obligor"  in  an  industri¬ 
al  development  bond  issue  to  establish  lending  or  invest¬ 
ment  limits,  it  seems  logical  that  the  limits  of  12  CFR  1.7(a), 
should  be  applied  to  the  issuer  of  the  support  facility  as 
the  obligor;  in  this  case,  Bankers  Trust  Company.  Under 
this  theory,  all  bonds  held  by  a  bank  which  are  support¬ 
ed  by  one  particular  entity  would  be  combined  and  sub¬ 
ject  to  the  10%  capital  limitations  per  "economic  obligor." 
However,  this  is  an  open  question,  our  legal  staff  has  not 
addressed  it.  Nonetheless,  from  a  safety  and  soundness 
standpoint,  it  would  seem  prudent  to  apply  the  invest¬ 
ment  limitation  to  the  economic  obligor,  Bankers  Trust 
Company,  since  it  is  your  expected  source  of  repayment 
for  these  VRDNs  and  the  basis  for  their  credit  ratings,  and 
ultimately  for  the  bank’s  investment  decision. 

This  is  the  way  we  have  advised  bank  examiners  to  ap¬ 
proach  VRDNs  and  apply  prudential  investment  limits 
equivalent  to  those  of  12  CFR  1  with  respect  to  VRDN 
bonds  supported  by  LOCs.  I  trust  this  has  been  respon¬ 
sive  to  your  inquiry.  Call  me  if  you  have  any  questions 
at  (202)  447-1901. 

Owen  Carney 
Director 

Investment  Securities  Division 


4— July  21,  1986 

You  have  directed  a  letter  to  us  concerning  an  OCC  ex¬ 
aminer’s  application  of  12  CFR  12.4(b)(5)  and  (6)  to  the 
bank’s  discount  brokerage  operation.  The  discount 
brokerage  was  in  violation  of  this  section  because  the  cus¬ 
tomer  confirmations  do  not  disclose  the  remuneration 
received  by  the  bank  and  that  received  by  the  associat¬ 
ed  discounter  on  a  pro-rata  basis.  You  have  requested 
a  waiver  of  these  particular  sections  of  the  regulation. 

Our  rationale  for  originally  requiring  disclosure  of  the  fee 
split  is  based  on  the  conflict  of  interest  which  exists  when 
a  bank  maintains  a  fiduciary  relationship  with  a  customer 


and  performs  fee  based  brokerage  service  for  the  same 
customer.  In  most  fiduciary  relationships  the  bank’s  fee 
from  its  customer  is  the  sole  remuneration  received  by 
the  bank.  In  order  to  ensure  a  fiduciary  customer  is  aware 
of  any  additional  fee  income  the  bank  may  receive  in  con¬ 
nection  with  a  trust  account,  the  disclosure  of  the  receipt 
of  such  income  is  required. 

It  appears  this  same  type  of  customer  protection  issue 
is  not  relevant  in  a  discount  brokerage  relationship  which 
does  not  involve  a  fiduciary  account.  Also,  requiring  the 
disclosure  of  the  fee  split  may  place  national  banks  act¬ 
ing  as  introducing  brokers  in  a  discount  brokerage 
arrangement  at  a  competitive  disadvantage  to  nonbank 
introducing  brokers  not  required  to  make  similar  dis¬ 
closures. 

12  CFR  12.7(a)  permits  the  Comptroller  of  the  Currency 
to  waive  certain  requirements  of  12  CFR  12  in  appropri¬ 
ate  cases.  Because  there  is  no  compelling  public  policy 
reason  to  require  a  disclosure  of  splits  of  a  commission 
in  a  discount  brokerage  transaction,  and  because  such 
disclosure  may  place  the  bank  at  a  competitive  disad¬ 
vantage,  it  is  considered  appropriate  to  a  waive  the  fee 
split  disclosure  requirements  in  this  instance.  Therefore, 
the  fee  split  disclosure  requirements  of  12  CFR  12.4(b)(5) 
and  (6)  as  applied  to  your  bank’s  discount  brokerage  op¬ 
tions  are  waived. 

If  you  have  any  questions  concerning  the  waiver,  please 
contact  Lisa  Lintecum  at  (202)  447-1901. 

Owen  Carney 
Director 

Investment  Securities  Division 
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5 — August  5,  1986 

This  is  in  response  to  your  April  25,  1986  inquiry  concern¬ 
ing  the  accounting  treatment  for  securities  in  your  invest¬ 
ment  portfolio  against  which  you  intend  to  write  over-the- 
counter  calls.  You  state  your  intention  to  write  30-  to 
90-day  covered  calls  on  U.S.  Treasury  notes  which  have 
a  maturity  of  2  to  3  years.  You  request  our  approval  to 
account  for  these  transactions  on  a  cost  basis.  The  letter 
indicates  it  is  your  intent  to  hold  the  securities  to  maturity 
and  that  if  a  call  option  is  exercised,  management  will 
purchase  the  current  two  and  three  year  Treasury  note 
and  write  another  call  against  the  newly  acquired  secu¬ 
rity.  Additionally,  you  indicate  that  your  Board  of  Direc¬ 
tors  may  consider  extending  the  maturity  of  the  portfolio 
Treasury  notes  underlying  the  covered  calls  from  3  years 
to  5  years. 


By  writing  covered  calls,  management  is  choosing  to  limit 
the  potential  for  portfolio  price  appreciation  and  widened 
interest  spreads  in  exchange  for  an  investment  yield  that 
is  slightly  higher  than  current  market  offerings.  At  the 
same  time,  management  is  retaining  the  potential  for  un¬ 
limited  price  depreciation  and  narrowing  spread  between 
return  on  assets  and  funding  costs,  as  well  as  less  flexi¬ 
bility  in  funds  management. 

A  covered  call  is  an  option  strategy  that  entails  writing 
(selling)  for  a  fee,  a  call  option  (option  to  buy)  on  a  secu¬ 
rity  which  the  bank  owns.  The  purchaser  of  the  call  op¬ 
tion  has  the  right  to  buy  the  security  at  a  predetermined 
price  at  or  before  a  specified  future  date.  The  option  fee 
received  by  the  bank  provides  additional  income  and  cre¬ 
ates,  in  effect,  a  higher  return  on  the  security  owned  by 
the  bank. 

If  interest  rates  rise,  you  indicate  the  premium  income 
generated  by  selling  the  call  option  can  be  viewed  as 
providing  some  degree  of  protection;  i.e. ,  the  option  fee 
will  be  used  to  offset  the  lower  market  value  of  the  secu¬ 
rity  and/or  the  increased  cost  of  liabilities  used  to  carry 
the  fixed  rate  security.  However,  because  the  call  option 
premium  may  only  partially  offset  the  resulting  decline 
in  the  security's  price  that  may  result  from  rising  interest 
rates,  the  call  option  writer  may  still  have  significant  secu¬ 
rity  price  depreciation.  Similarly,  there  is  no  assurance 
the  option  fee  will  offset  the  increased  cost  of  liabilities 
and  the  resulting  narrower  spread  between  return  on  as¬ 
sets  and  funding  costs.  Increases  in  the  cost  of  liabilities 
may  not  be  adequately  offset  by  options  fees  during  peri¬ 
ods  of  rising  interest  rates  because  the  size  of  a  fee  on 
options  on  U.S.  government  securities  is  based  on  a  num¬ 
ber  of  considerations  which  do  not  necessarily  correlate 
well  to  movements  in  short  term  rates.  In  order  to  main¬ 
tain  the  spread  between  return  on  assets  and  funding 
costs,  securities  that  are  not  covering  options  can  be  sold 
and  replaced  with  new  investments  at  the  higher  current 
yield.  Selling  securities  which  cover  calls  is  usually  per¬ 
ceived  as  introducing  speculative  risks.  If  management 
wishes  to  avoid  these  risks,  they  must  retain  the  covered 
security  until  the  call  option  expires.  This  reduces  flexi¬ 
bility  in  portfolio  management,  and  may  result  in  lower 
yields  as  well  as  increased  principal  deterioration.  Con¬ 
versely,  in  a  falling  interest  rate  environment,  the  sale  of 
covered  calls  limits  potential  benefits  to  the  call  writer 
Price  appreciation  on  covered  securities  and  the  benefits 
of  a  widening  spread  between  return  on  assets  and  fund¬ 
ing  costs  will  end  when  the  securities  are  called  away. 
The  money  received  when  securities  are  called  away  has 
to  be  reinvested  at  lower  yields.  In  this  situation  (the 
present  interest  rate  environment),  investors  have  to  ac¬ 
cept  lower  reinvestment  yields  unless  they  are  prepared 
to  extend  the  maturities  or  lower  the  quality  of  new  in¬ 
vestments. 
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Covered  calls  may  be  attractive  hedging  vehicles  for  ac¬ 
tive  traders  because  the  premium  fees  can  usually  be 
used  to  offset  short  term  price  movements.  However,  for 
the  reasons  articulated  above  we  do  not  view  the  cover 
call  writing  strategies  offered  as  consistently  successful 
risk  management  techniques  for  investors.  The  only  party 
to  the  transaction  who  can  be  assured  of  not  losing 
money  is  the  securities  dealer  collecting  commissions  on 
sales  of  both  the  securities  and  the  options  contracts. 

Before  a  bank  initiates  a  covered  call  program  for  secu¬ 
rities  held  in  the  investment  portfolio,  the  Board  should: 

•  Evaluate  the  bank's  asset  and  liability  structure 
and  ensure  that  the  portfolio  options  strategies  are 
integrated  into  the  bank’s  funds  management  pro¬ 
gram.  In  particular,  the  Board  should  thoroughly 
review  any  program  in  which  the  maturities  of  sig¬ 
nificant  amounts  of  purchased  securities  are  being 
extended  in  conjunction  with  the  use  of  covered 
calls.  When  maturities  are  significantly  extended 
in  exchange  for  the  unlimited  potential  for  price 
depreciation  and  narrow  or  negative  interest 
spreads  while  retaining  only  limited  potential  for 
price  appreciation  and  widening  interest  spreads, 
a  covered  call  program  should  be  regarded  as  in¬ 
appropriate. 

•  Endorse  written  policies  and  procedures  specifi¬ 
cally  designed  to  control  the  covered  call  pro¬ 
gram.  These  policies  and  procedures  should,  at 
a  minimum,  address  the  following:  the  maximum 
dollar  amount  of  securities  to  be  covered  by  call 
options,  this  limit  should  be  based  upon  the  ef¬ 
fect  of  having  the  securities  called  away  on  the 
bank’s  income  projections  and/or  capital;  the  type 
and  maturity  of  cash  instruments  and  options  con¬ 
tracts  management  may  use,  approved  strategies 
for  reinvestment  when  covered  securities  are 
called  away;  the  minimum  size  of  the  option  fee, 
the  fee  should  be  based  on  risk  such  as  market 
expectations,  market  volatility,  and  the  time  until 
contract  expirations,  and  the  amount  the  call  op¬ 
tions  are  sold  in  or  out  of  the  money. 

•  Require  management  information  systems  which 
provide  for  reporting  of:  the  net  interest  spread  be¬ 
tween  the  securities  yield  and  the  cost  of  funds 
used  to  carry  the  securities  (the  Spread);  the  effect 
of  option  fees  on  the  Spread;  current  option  value; 
option  maturity;  market  price  of  the  covered  secu¬ 
rity  vs  the  option  strike  price;  and  the  fees  paid 
to  brokers,  covered  security  position  limits;  and  a 
description  of  securities  acquired  through  reinvest¬ 
ment  of  the  proceeds  of  called  away  securities. 

•  Establish  sufficiently  detailed  operational  controls 
ro  assure  independent  performance  of  the  func¬ 


tions  of  portfolio  supervision  and  options  writing, 
recordkeeping,  audit,  account  and  broker  report 
reconciliation,  and  valuations  of  the  contracts  and 
covered  securities. 

•Ensure  that  auditors  are  sufficiently  trained  to  be 
able  to  determine  if  management  is  in  compliance 
with  approved  policies  and  option  strategies.  Writ¬ 
ten  audit  programs  should  provide  for  an  evalua¬ 
tion  of  the  effectiveness  of  options  strategies.  Au¬ 
dits  should  be  performed  regularly. 

•Provide  for  maintenance  of  records  for  securities 
underlying  unexpired  options  contracts  to  be  in¬ 
cluded  in  a  general  ledger  memorandum  account. 
Commitment  registers  should  adequately  identify 
and  control  all  commitments  to  make  delivery  of 
securities.  Records  should  reflect  option  fees  col¬ 
lected  on  each  security. 

Income  recognition  of  the  fee  received  for  writing  a  call 
option  should  be  deferred  until  the  optoin  either  expires 
or  is  exercised.  When  the  unexercised  call  option  expires, 
the  deferred  fee  may  be  taken  into  current  income.  If  the 
call  option  is  exercised,  the  amount  deferred  should  be 
accounted  for  as  an  adjustment  to  the  profit  or  loss  on 
such  a  settlement,  and  the  net  should  be  transferred  to 
the  income  account.  Enclosed  are  copies  of  appropri¬ 
ate  pages  from  the  call  report’s  glossary  section,  which 
further  discuss  regulatory  reporting  issues. 

The  Financial  Accounting  Standards  Board  (FASB)  has 
not  released  a  final  position  on  options  accounting.  There 
has  been  discussion  in  the  accounting  industry  which  ad¬ 
vocates  acceptance  of  a  hedge  strategy  utilizing  options 
only  on  assets  which  are  marked  to  markeet  or  lower  of 
cost  or  market,  and  on  liabilities  marked  to  market  or 
higher  of  cost  or  proceeds.  It  is  our  current  position  that 
securities  used  in  conjunction  with  covered  calls  can  be 
recorded  at  cost.  This  position  may  change  after  review¬ 
ing  the  FASB’s  financial  opinion.  This  review  may  also 
change  if  use  of  a  covered  call  strategy  results  in  a  sig¬ 
nificant  increase  of  cash  market  risk  being  undertaken 
because  of  the  supposed  protections  provided  by  op¬ 
tions  fees. 

The  above  comments  are  made  based  upon  the 
representations  made  in  your  letter.  Please  note  that  our 
accounting  approach  is  based  on  current  option  and  may 
be  subject  to  revision. 

If  you  have  further  questions  or  wish  to  discuss  this, 
please  call  me  at  (202)  447-1901. 

Owen  Carney 
Director 

Investment  Securities  Division 
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6— August  22,  1986 

This  is  in  response  to  your  January  28,  1986  letter  to  Rufus 
O.  Burns,  District  Administrator,  Western  District.  I  apolo¬ 
gize  for  the  delay  in  response.  In  your  letter  you  outline 
your  view  of  the  status  of  bonds  issued  for  Washington 
Public  Power  Supply  System  Nuclear  Project  number  1, 
2,  and  3.  You  request  that  the  Office  of  the  Comptroller 
of  the  Currency  (OCC)  review  its  opinion  of  the  WPPSS 

1,  2,  and  3  bonds  to  allow  your  bank  to  categorize  the 
bonds  as  current,  fully  performing  assets. 

The  classification  of  securities  in  bank  examinations  has 
its  basis  in  the  Uniform  Agreement  on  the  Classification 
of  Assets  and  Appraisal  of  Securities  Held  by  Banks 
(Agreement).  The  Agreement  is  a  joint  policy  statement 
by  the  three  commercial  bank  regulatory  agencies  and 
the  Conference  of  State  Bank  Supervisors.  Attached  to 
this  letter  is  a  copy  of  Banking  Circular  Number  127  dated 
June  8,  1979  and  the  Agreement.  The  Banking  Circular 
sets  forth  the  OCC  position  on  the  classification  of  secu¬ 
rities. 

Securities  that  are  sub-investment  quality  are  those  which 
have  investment  characteristics  which  are  distinctly  or 
predominately  speculative.  Such  securities  are  general¬ 
ly  in  rating  grades  below  the  four  highest  grades  and  un¬ 
rated  securities  of  equivalent  quality.  For  those  securities 
which  receive  a  “sub-investment”  quality  rating  from  one 
nationally  recognized  rating  organization,  and  an  “invest¬ 
ment’’  quality  rating  from  another  nationally  recognized 
rating  organization,  the  lowest  of  the  published  ratings 
is  utilized. 

The  securities  issued  for  WPPSS  Nuclear  Project  num¬ 
bers  1,  2,  and  3  are  uniformly  classified  as  substandard 
assets  by  three  Federal  bank  regulatory  agencies.  The 
decision  to  classify  WPPSS  Nuclear  Project  numbers  1, 

2,  and  3  bonds  was  made  by  a  subcommittee  of  the  Fed¬ 
eral  Financial  Institutions  Examination  Council  (FFIEC). 
This  subcommittee  is  composed  of  staff  members  of  the 
Board  of  Governors  of  the  Federal  Reserve  System,  the 
Federal  Deposit  Insurance  System  and  the  Comptroller 
of  the  Currency.  A  majority  vote  of  this  subcommittee  de¬ 
termines  which  securities  are  uniformly  classified  by  the 
three  banking  regulators.  Attached  is  a  copy  of  a  brief 
comment  about  securities  issued  for  WPPSS  Nuclear 
Project  numbers  1,  2  and  3  which  the  OCC  has  distribut¬ 


ed  for  our  examiner’s  use.  This  comment  is  self  explana¬ 
tory.  At  our  request  the  subcommittee  will  be  reviewing 
its  classifications  of  all  WPPSS  issues. 

We  continue  to  monitor  the  events  and  circumstances 
which  may  affect  the  debt  obligations  issued  for  WPPSS 
Nuclear  Projects  numbers  1,  2,  and  3,  and  WPPSS 
Nuclear  Projects  numbers  4  and  5.  We  welcome  the  op¬ 
portunity  to  continue  a  dialog  concerning  the  debt  secu¬ 
rities  issued  by  the  Washington  Public  Power  Supply  Sys¬ 
tem.  To  avoid  further  delays  please  direct  any  inquiries 
to  me  at  (202)  447-1901. 

Malcolm  P  Northam 
Deputy  Director 
Investment  Securities  Division 

NOTE:  Banking  Circular  127  is  not  reprinted  here  be¬ 
cause  of  space  limitations.  It  is  available  from  other 
sources. 

★  *  ★ 


7— August  28,  1986 

This  is  in  response  to  your  letter  to  Mr.  Malcolm  P.  North¬ 
am,  Deputy  Director,  Investment  Securities  Division  con¬ 
cerning  CMOs.  You  asked  what  criterion  is  used  to  de¬ 
termine  if  a  CMO  qualifies  for  liquidity,  and  are 
investments  in  any  single  CMO  issue  subject  to  the  legal 
lending  limit?  National  banks  have  no  “liquidity  qualifi¬ 
cations"  for  investment  portfolios.  Contractual  maturities 
of  securities  must  be  used  for  regulatory  reporting  pur¬ 
poses,  according  to  the  Instructions  for  Reports  of  Con¬ 
dition  and  Income.  If  a  CMO  issue  meets  the  require¬ 
ments  of  the  Secondary  Mortgage  Market  Enhancement 
Act  of  1984  there  would  be  no  dollar  amount  limitations 
on  a  national  bank’s  purchase  for  its  own  account. 

I  trust  this  has  been  responsive  to  your  inquiry.  Please 
call  me  at  (202)  447-1901  if  you  have  additional  questions. 

Gayla  J.  Flugghins 
National  Bank  Examiner 
Investment  Securities  Division 
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Enforcement  Actions — July  1  to  December  31,  1986 


Topic 


Actions 


Topic 


Affiliates,  extensions 
of  credit 

Agricultural  lending, 
general 

Agricultural  lending 
policy 

Allowance  for  loan 
and  lease  losses 


Appraisals  of  real 
property 
Asset/liability 
management 


Bank  Secrecy  Act 
compliance 
Banking  Circular  79 
Banking  Circular  115 
Blanket  bond 
insurance 
Bonus  policy 
Brokered  deposits, 
notification  and 
reporting 


Brokered  deposits, 
prohibition  or 
eliminating 
dependence 


Budget/financial  plan 


Business/strategic 

plan 


AA241,  300 
AA196 

AA180,  192,  208,  225,  239,  240,  248,  261,  277, 
278,  280,  285,  289,  333 

AA170,  171,  172,  173,  174,  175,  176,  177,  178, 
179,  180,  181,  182,  183,  184,  185,  187,  189,  190, 
191,  192,  193,  194,  195,  196,  197,  198,  200,  201, 
203,  205,  206,  207,  208,  209,  210,  211,  212,  213, 
214,  215,  216,  217,  218,  219,  221,  222,  223,  224, 
225,  226,  227,  228,  229,  232,  234,  235,  236, 
237,  238,  239,  240,  241,  242,  243,  244,  245, 
246,  247,  248,  250,  251,  252,  253,  255,  256, 
257,  258,  259,  260,  261,  262,  263,  264,  265, 
266,  268,  269,  270,  271,  272,  277,  278,  279, 
280,  281,  282,  283,  284,  285,  286,  287,  288, 
289,  290,  291,  292,  293,  294,  295,  296,  297, 
298,  299,  300,  301,  302,  303,  305,  307,  309, 
310,  311,  312,  313,  314,  315,  317,  318,  319,  320, 
321,  323,  324,  325,  326,  327,  328,  329,  330, 
331,  333,  334 

AA195,  221,  223,  255,  265,  281 

AA170,  171,  172,  173,  174,  175,  176,  177,  178, 
179,  182,  183,  184,  185,  187,  192,  193,  195,  197, 
198,  203,  206,  207,  208,  210,  211,  213,  214,  215, 
217,  218,  220,  227,  229,  232,  237,  238,  240, 
242,  243,  244,  247,  248,  250,  251,  252,  253, 
255,  257,  258,  266,  267,  268,  270,  272,  279, 
280,  281,  282,  283,  285,  286,  288,  289,  290, 
291,  293,  294,  296,  297,  298,  307,  320,  322, 
326,  331,  332,  333 

AA225,  256,  260,  334 
AA209 

AA179,  183,  212,  293 

AA225,  249 
AA196 


AA184,  186,  187,  189,  192,  193,  194,  195,  198, 
209,  214,  215,  222,  238,  244,  251,  263,  269, 
272,  283,  288,  295,  299,  302  ,  303,  307,  332 


AA170,  171,  172,  173,  174,  175,  176,  177,  178, 

179,  180,  181,  182,  183,  190,  191,  196,  203,  205, 
210,  211,  212,  223,  225,  226,  231,  257,  265,  279, 
291,  292,  334 

AA170,  171,  172,  173,  174,  175,  176,  177,  178, 

180,  181,  186,  206,  208,  211,  214,  218,  221,  223, 
224,  234,  235,  236,  243,  253,  256,  257,  258, 
261,  266,  268,  270,  277,  279,  281,  283,  284, 
285,  286,  287,  288,  289,  293,  302 

AA170,  171,  172,  174,  175,  177,  178,  179,  183, 
184,  203,  209,  214,  219,  220,  224,  229,  232, 
237,  242,  243,  244,  248,  256,  260,  264,  269, 
271,  280,  281,  291,  293,  294,  298,  299,  300, 
307,  309,  310,  313,  316,  317,  320,  322,  331,  332 


Call  report,  refile  and 
republish 


Capital  forbearance 
Capital  injection 
Capital  plan,  achieve 
and  maintain 
predetermined 
minimum 


Capital  plan,  equity 
capital 

Capital  plan,  general 


Charge-off  policy 
Chief  executive 
officer  restricted 
from  lending 
Collateral  exceptions 


Collection  procedures 


Compliance 
committee 
Concentrations  of 
credit 


Conflict  of  interest 
policy 


Consulting  contracts 
Consumer 
compliance 
program 


Credit  information 
exceptions 


Actions 


AA177,  183,  224,  228,  239,  243,  252,  253,  257, 
258,  260,  261,  267,  278,  281,  289,  298.  301 
330,  334 

AA217,  304,  306,  308 
AA257,  281 


AA174,  177,  183,  184,  185,  186,  187,  188,  189, 
190,  193,  203,  205,  208,  212,  215,  222,  223, 
224,  226,  227,  228,  232,  234,  235,  237,  238, 
239,  240,  241,  242,  243,  246,  248,  250,  251, 
252,  253,  255,  256,  257,  260,  261,  263,  266, 
270,  271,  272,  274,  276,  278,  285,  286,  287,  288. 
290,  293,  299,  300,  310,  311,  312,  314,  315,  317, 
318,  319,  321,  323,  326,  327,  329,  331,  332,  334 

AA221 ,  222,  224,  225,  262,  266,  269,  279,  281, 
284,  333 

AA171,  172,  175,  176,  178,  179,  182,  191,  192, 
194,  195,  196,  197,  198,  201,  206,  207,  209.  210, 
211,  214,  216,  218,  220,  223,  229,  236,  240,  244, 
247,  249,  253,  258,  259,  265,  268,  280,  281, 
282,  283,  291,  292,  295,  298,  302,  303,  307, 
316,  324,  328,  334 
AA208.  214,  265,  274,  281,  333 


AA196 

AA170,  171,  172,  173,  174,  175,  178,  179,  180, 
181,  182,  183,  184,  185,  186,  187,  189,  191,  193, 
196,  202,  205,  207,  208,  210,  211, 212,  214,  215, 
218,  220,  221,  222,  224,  225,  226,  234,  235, 
238,  240,  242,  244,  247,  250,  251,  252,  253, 
255,  258,  261,  264,  267,  268,  269,  272,  277, 
278,  279,  283,  284,  285,  286,  287,  288,  289, 
291, 300,  311,  314,  315,  316,  317,  318.  319,  321, 
323,  324,  328,  331,  333 
AA175,  177,  180,  184,  189,  192,  193,  198,  205, 
206,  207,  208,  210,  211,  218,  221,  223,  224,  225, 
226,  228,  232,  236,  240,  243,  244,  247,  251, 
253,  257,  258,  259,  262,  263,  264,  265,  266. 
268,  269,  277,  281,  282,  284,  285,  287,  288, 
297,  302,  313,  316,  317,  320,  323,  333,  334 

AA229,  242,  243,  286.  288 

AA171,  173,  175,  183,  185,  191,  193,  209,  210, 
211,  218,  229,  238,  241,  242.  250,  257,  270,  279, 
281,  284,  288,  298,  299.  302,  303 

AA183,  190,  196,  197,  204,  210,  221,  222,  223. 
225,  238,  241,  258,  270.  279,  289.  299,  300, 
301,  307,  318,  333 
AA281 


AA171,  172,  173,  174,  175,  177,  178,  182.  189, 
191,  207,  221,  235,  238,  251,  252,  257  264, 
269,  271,  277,  281,  292,  298,  311.  317,  332,  334 

AA170,  174.  178,  179,  180.  181,  182,  183,  184 
185,  186,  187,  189,  191  192.  193,  194  195  196. 
197,  198,  199,  200,  201.  202,  205  207  208 
210,  211,  212,  213,  214.  215.  216,  217  218  220. 
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Dividend  restrictions 


Dividend 

reimbursement 

EDP 

Earnings 
Expenses 
External  audit 


Fees 

Forward  and  standby 
contracts 
Geographic  trade 
area 

Indemnification 
Insider  transactions 
Internal  audit 


Internal  controls 


Internal  loan  review 


Investment  policy 

Investment  portfolio 
trading 

Lending  authority 
Lending  policy 


221,  222,  224,  225,  226,  227,  228,  232,  234 
235,  236,  237,  238,  239,  242,  244,  245,  247, 
248,  250,  251  252,  253,  255,  257,  258,  259, 
261  262,  263,  264,  265,  266,  267,  268,  269, 
270,  271,  272,  273,  276,  277,  278,  279,  280,  281, 
282,  283,  284,  285,  286.  287,  288,  289,  290, 
246,  248,  250,  251,  252,  253,  255,  256,  257, 
258,  259,  260,  261,  262,  263,  264,  265,  266 
268,  269,  270,  271,  272,  273,  276,  277,  278,  280, 
281,  282,  283,  284,  285,  286,  287,  288,  289, 
290,  291,  292,  293,  294,  295,  296,  297,  298, 
299.  300,  301,  302,  303,  305,  307,  309,  310 
311,  312,  313,  315,  316,  317,  318,  319,  320,  321, 
322,  323,  324,  325,  326,  327,  328,  330  331 

332,  333,  334 

AA170,  171,  172,  173,  177,  183,  185,  189,  190, 
191,  196,  197,  201,  203,  205,  209,  210,  211,  212, 
214,  221,  223,  225,  227,  228,  232,  235,  240, 
241,  246,  247,  248,  251,  252,  253,  257,  260, 
261,  264,  270,  274,  276,  277,  279,  280,  281,  285, 
286,  292,  293,  295,  300,  301,  303,  311,  324 

AA183 

AA185,  207,  211,  221,  222,  238,  258,  269  281 
293 

AA203,  333 
AA225 

AA175,  177,  195,  196,  210,  211,  218,  222,  225, 
237,  240,  249,  259,  261,  266,  274,  293  298 

333,  334 
AA206,  224,  225 

AA183,  227,  334 

AA240.  279 
AA222,  254 
AA204,  226 

AA170,  172,  175,  176,  177,  182,  183,  185,  187, 
190.  191,  192,  195,  198,  203,  204,  207,  210,  211, 

218,  221,  222,  223,  224,  225,  235,  237,  238, 
239,  242,  244,  247,  250,  251,  252,  256,  257, 
259,  261,  262,  263,  264,  266,  269,  272,  286, 
288,  291,  293,  300,  303,  305,  313,  325 
AA170,  173,  174,  175,  176,  177,  178,  179,  183, 
185,  191,  192,  201,  204,  207,  210,  211,  221,  225, 
235,  238,  244,  251,  252,  257,  266,  269,  281, 
292,  294,  300,  325,  332,  333 

AA170,  171,  172,  173,  174,  175,  179,  180,  181, 
182,  183,  184,  185,  187,  189,  190,  191,  192,  193, 
194,  195,  196,  197,  198,  200,  202,  205,  207, 
208,  209,  210,  211,  212,  213,  215,  216,  217,  218, 

219,  220,  221,  222,  224,  225,  227,  229,  232, 
234,  235,  236,  237,  238,  239,  240,  241,  242, 
243,  244,  245,  247,  248,  250,  251,  252,  253, 
255,  256,  257,  258,  259,  260,  261,  262,  263, 
264.  265,  268,  269,  270,  271,  272,  273,  276, 
277,  278,  279,  280,  281,  282,  283,  284,  285, 
286,  287,  288,  289,  290,  291,  294,  295,  296, 
297,  298,  299,  300,  301,  305,  310,  311,  313,  314, 
315,  317,  318,  319,  320,  322,  323,  324,  324, 
326,  327,  328,  329,  330,  331 

AA175,  178,  210,  211,  221,  237,  240,  251,  252, 
257,  266,  267,  274,  285,  333,  334 

AA197,  210,  221,  227.  301 
AA211 

AA170  171,  172,  173,  174.  175,  176,  177,  180. 
181  182,  183,  185,  186,  189,  191,  192,  193,  194, 
195  196  197.  200.  202.  204,  205,  206,  207, 
208,  209  211.  215,  216,  217,  218,  219,  221,  223, 
230,  232,  234  235.  236,  237,  238,  240,  242, 
243.  244  247.  248,  251,  252,  253.  255,  256, 
257  260,  263,  265,  266,  268.  272,  273,  277, 
278  279  281  283  284  285.  286,  288,  289. 
291  294  295.  297  298.  299,  301,  302,  305, 
309  312  314  315  316.  317.  319.  325,  328,  329, 
332  333  334 


Liquidity 


Loan  administration 


Loan  policy 
compliance 


Loan  production 
offices 

Management  fees 
paid  to  holding 
company 

Management 

information 

system 

Management  study 


Management  and 
board  supervision 
study 


New  chief  executive 
officer 

New  senior  lending 
officer 

Nominee  loans 
Nonaccrual  loans 


Noncompliance  with 
previous 

enforcement  action 
Operating  subsidiary 
Other  real  estate 
owned 

Overdraft  policy 
Participations 
purchased 

Profit  plan 


Progress  reports 
Reimbursement 
Renewals  of 
extensions  of  credit 


Salary  appraisal 
Senior  lending  officer 
Trading  account 

Trust  asset 
administration/audit 
Trust  management 
study 


AA191,  199,  200,  210,  212,  217,  222,  223  224 

226,  229,  230,  235,  238,  248,  250,  251,'  265^ 
267,  270,  271,  279,  280,  285,  318,  321,  328,  334 
AA195,  203,  206,  222,  223,  224,  225,  230,  241, 
246,  256,  260,  266,  271,  277,  281,  305,  309, 
310,  311,  313,  318,  320,  325,  326,  327,  330  331 
332,  334 

AA184,  196,  203,  210,  217,  220,  222,  224,  225, 

227,  228,  232,  239,  250,  253,  256,  259,  26o! 
262,  264,  267,  269,  272,  276,  277,  278,  281, 
282,  287,  289,  290,  300,  310,  322 

AA300 


AA224 


AA203 

AA183,  194,  195,  208,  209,  210,  222,  225,  228, 
229,  234,  235,  250,  256,  257,  263,  264,  265^ 
266,  268.  270,  276,  277,  281,  283,  284,  291, 
294,  295,  298,  299,  300,  315,  325,  326  327 
332,  333 


AA170,  171,  172,  173,  174,  175,  176,  177,  179, 
180,  181,  182,  184,  185,  187,  189,  191,  192,  193, 
196.  198,  210,  211,  218,  221,  224,  238,  241,  242, 
243,  244,  247,  251,  252,  253,  255,  262,  269, 
272,  278,  279,  281,  286,  287,  293,  303,  307,  314 
328 

AA205,  221,  229,  258,  259,  297,  310,  318,  334 

AA195,  208,  210,  222,  238,  241,  246,  256,  257, 

267,  269,  312,  325,  332,  333 

AA196 

AA170,  179,  180,  182,  185,  186,  192,  194,  195, 
207,  208,  217,  221,  222,  223,  226,  236,  238, 
239,  240,  242,  244,  248,  253,  257,  259,  265, 
266,  268,  269,  272,  273,  274,  277,  279,  280, 
281,  286,  287,  292,  297,  300,  302,  303,  317, 
328,  329,  333 


CMP32,  40,  42,  43,  48;  S2;  OR5,  10,  15 
AA275 

AA195,  205,  212,  217,  223,  234,  257,  260,  270, 
278,  281,  284,  300,  303,  313 
AA225,  247,  266,  307 

AA170,  173,  178,  183,  192,  204,  211,  238,  259, 
278,  279,  291,  295,  298,  299 
AA174,  182,  183,  184,  185,  187,  189,  191,  194, 
197,  199,  203,  205,  210,  211,  212,  215,  216,  217, 
220,  222,  223,  224,  225,  226,  227,  228,  234, 
238,  240,  246,  250,  251,  252,  255,  257,  259, 
262,  263,  264,  265,  266,  272,  279,  281,  282, 
290,  292,  297,  303,  319,  321,  323,  326,  333 
AA239,  271,  287 
AA225,  275 

AA185,  189,  191,  205,  207,  215,  225,  240,  258, 

261,  268,  270,  272,  277,  279,  281,  285,  289, 

292,  303,  307 

AA275 

AA279 

AA180,  183,  195,  205,  221,  228,  238,  251.  252, 
261,  267,  278.  284 

AA178.  185,  201,  238,  244,  281,  282,  300 
AA185,  300 
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Violations  of  law, 
12  U.S.C.  29 
Violations  of  law, 
12  U.S.C.  60b 
Violations  of  law, 
12  U.S.C.  84 


Violations  of  law, 
12  U.S.C.  161 


213,  214,  215,  216,  217,  218,  220,  221,  222,  223, 
24,  225,  226,  227,  228,  229,  234,  235,  236,  237, 
238,  240,  242,  243,  244.  245,  246,  247,  248, 
251,  252,  253,  255,  256,  257,  258,  261,  262, 

263,  264,  265,  266,  268,  269,  270,  272  ,  274, 
275,  276,  277,  278,  279,  281,  282,  283,  284, 
285,  286,  287,  288,  289,  290,  291,  292,  294, 
295,  296,  297,  298,  299,  300,  302,  303,  307, 
309,  310,  311, 312,  313,  314,  315,  316,  317,  318, 
321,  322,  323,  324,  325,  327,  328,  329,  330, 
331,  332,  333 

AA239,  259 

CMP28,  35 

AA177,  182,  183,  210,  211,  214,  221,  222,  223, 
224,  225,  238,  243,  250,  253,  254,  262,  263, 

264,  269,  279,  283,  284.  293,  301,  302  ,  307, 
333;  CMP29,  30,  33,  38,  39.  41,  44,  45,  46,  49, 
50;  OR1,  3,  5,  6,  7,  8,  9,  11,  12,  16,  18 

CMP31,  42,  43;  OR2,  15 


Violations  of  law, 

12  U.S.C  371c 
Violations  of  law, 

12  U.S.C.  375 

Violations  of  law, 

18  U.S.C.  656 
Violations  of  law, 

18  U.S.C.  1005 
Violations  of  law, 

18  U.S.C.  1343 
Violations  of  law, 

18  U.S.C.  1344 
Violations  of  law, 

12  C.FR.  2.4  &  2.5 
Violations  of  law, 

12  C.F.R.  202.9 
Violations  of  law, 

12  C.F.R  215 
Violations  of  law, 
Regulation  Z 
Violations  of  law, 

31  C.F.R  103 


AA259.  267.  278,  CMP28  50,  OR5,  12,  18 

AA183,  279,  280,  CMP31,  34,  36.  37,  40,  43. 
47,  48,  49,  50;  Si;  OR1,  2,  5,  6,  7,  10,  14,  16.  18 

SI;  OR1,  2,  4,  6 

OR1 

OR2 

S2;OR2 

CMP40,  48;  OR10 
AA189 

CMP47,  49,  OR5,  14,  16 
AA323 

AA182,  195,  278 
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Administrative  Actions 


170.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Participations  purchased 
—  Violations  of  law,  general 

171.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Consumer  compliance  program 
—  Criticized  assets,  excessive 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

172.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Consumer  compliance  program 


—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

173.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/financial  plan 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Consumer  compliance  program 
—  Criticized  assets,  excessive 
—  Dividend  restrictions 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Participations  purchased 
—  Violations  of  law,  general 

174.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets,  excessive 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Profit  plan 

—  Violations  of  law,  general 

175.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
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—  Asset/hability  management 

Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Consumer  compliance  program 
—  External  audit 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Investment  policy 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

176.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Internal  audit 
—  Internal  controls 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

177.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Call  report,  refile  and  republish 

Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Dividend  restrictions 
—  External  audit 
Internal  audit 
Internal  controls 
Lending  policy 

Management  and  board  supervision  study 
Violations  of  law,  general 
Violations  of  law,  12  U.S.C  84 


—  Use  of  generally  accepted  accounting  princi¬ 
ples 

178.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Internal  controls 
—  Investment  policy 
—  Participations  purchased 
—  Trust  asset  administration/audit 
—  Violations  of  law,  general 

179.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  controls 
—  Internal  loan  review 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Violations  of  law,  general 
—  Banking  Circular  115— Fees 

180.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Trading  account 

Violations  of  law,  general 
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181.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

182.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Profit  plan 
—  Truth  in  Lending 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Violations  of  law,  31  C.F.R.  103 

183.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Business/strategic  plan 
—  Call  report,  refile 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Dividend  reimbursement 
—  Forward  and  standby  contracts 


—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Participations  purchased 
—  Profit  plan 
—  Trading  account 
—  Truth  in  Lending 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Violations  of  law,  12  U.S.C.  375(b) 

—  Banking  Circular  115 

184.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Profit  plan 
—  Strategic  plan 

185.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 

—  Dividend  restrictions,  prior  approval 
-  EDP 

—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Trust  asset  administration/audit 
—  Trust  management  study 
—  Violations  of  law,  general 
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186.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

Brokered  deposits 
Budget/financial  plan 

Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Lending  policy 
—  Nonaccrual  loans 

187.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Profit  plan 

—  Violations  of  law,  general 

188.  Bank  with  assets  of  less  than  $25  million  — 
Amended  Order  to  Cease  and  Desist 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

189.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
Credit  information  exceptions 
—  Criticized  assets 

Dividend  restrictions,  prior  approval 
Internal  loan  review 
—  Lending  policy 

Management  and  board  supervision  study 
Profit  plan 

Renewals  of  extensions  of  credit 
Violations  of  law,  general 
Violations  of  law,  12  C.F.R  202.9 


190.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Conflict  of  interest  policy 
—  Criticized  assets 

—  Dividend  restrictions,  prior  approval 
—  Internal  audit 
—  Internal  loan  review 
—  Participations  purchased 
—  Violations  of  law,  general 

191.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 

—  Management  and  board  supervision  study 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

192.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
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—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Participations  purchased 
—  Violations  of  law,  general 

193.  Bank  with  assets  to  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

194.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  general 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Nonaccrual  loans 
—  Profit  plan 

—  Violations  of  law,  general 

195.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Appraisals  of  real  property 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  administration 
—  Management  study 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  New  senior  lending  officer 


—  Trading  account 
—  Violations  of  law,  general 
—  Violations  of  law,  31  C.F.R.  103 

196.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Agricultural  lending,  general 
—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  External  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Violations  of  law,  general 
—  Bonus  policy 
—  Nominee  loans 

—  Chief  executive  officer  restricted  from  lending 

197.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  general 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Investment  portfolio,  trading 
—  Lending  policy 
—  Profit  plan 

—  Violations  of  law,  general 

198.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  general 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 
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199  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Liquidity 
—  Profit  plan 

—  Violations  of  law,  general 

200.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 

—  Violations  of  law,  general 

201.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  general 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  controls 
—  Trust  asset  administration/audit 
—  Violations  of  law,  general 

202.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

203.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 

Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Business/strategic  plan 

Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Dividend  restrictions 
Earnings 
Internal  audit 
Loan  administration 
Loan  policy  compliance 
Profit  plan 

Violations  of  law,  general 
Management  information  system 
Operating  subsidiary 


204.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Conflict  of  interest  policy 
—  Internal  audit 
—  Internal  controls 
—  Lending  policy 
—  Participations  purchased 
—  Special  consultant  to  review  credit  life  insur¬ 
ance 

—  Violations  of  law,  general 
—  Insider  transactions 

205.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  New  chief  executive  officer 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  loan  review 
—  Lending  policy 
—  Other  real  estate  owned 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Trading  account 
—  Violations  of  law,  general 

206.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collection  procedures 
—  Criticized  assets 
—  Lending  policy 
—  Loan  administration 
—  Violations  of  law,  general 
—  Fees  paid  to  board  of  directors 

207.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
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—  Criticized  assets 
-  EDP 

—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
—  Nonaccrual  loans 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

208.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Nonaccrual  loans 
—  New  senior  lending  officer 
—  Violations  of  law,  general 
—  Charge-off  policy 

209.  Bank  with  assets  of  more  than  $1  billion  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Concentration  of  credit 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Violations  of  law,  general 
—  Banking  Circular  79 

210.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 


—  Concentrations  of  credit 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  External  audit 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Investment  policy 
—  Investment  portfolio,  trading 
—  Liquidity 

—  Loan  policy  compliance 
—  Management  study 
—  Profit  plan 

—  New  senior  lending  officer 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Management  and  board  supervision  policy 

211.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
-  EDP 

—  External  audit 
—  Internal  audit 
—  Internal  loan  review 
—  Investment  policy 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Participations  purchased 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Lending  authority 

212.  Bank  with  assets  of  $100  to  $500  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
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—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  loan  review 
—  Liquidity 

—  Other  real  estate  owned 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 
—  Banking  Circular  115 

213.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 

214.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Charge-off  assets 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

215.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
Lending  policy 
Profit  plan 

Renewals  of  extensions  of  credit 
Violations  of  law,  general 

216.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

Allowance  for  loan  and  lease  losses 


—  Capital  plan,  general 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Profit  plan 

—  Violations  of  law,  general 

217.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 

—  Loan  policy  compliance 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  Profit  plan 

—  Violations  of  law,  general 
—  Capital  forbearance 

218.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

219.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Internal  loan  review 
—  Lending  policy 

220.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
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—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Profit  plan 

—  Violations  of  law,  general 

221.  Bank  with  assets  of  $100  to  $500  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Appraisals  of  real  property 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  equity  capital 
—  New  chief  executive  officer 
—  Collateral  exceptions 
—  Collection  procedures 
—  Conflict  of  interest  policy 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 

-  EDP 

—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Investment  policy 
—  Investment  portfolio,  trading 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Trading  account 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

222.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Capital  plan,  equity 
—  Collateral  exceptions 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 

-  EDP 

—  Indemnification  for  waived  fees  to  insiders 
—  Internal  audit 
—  Internal  loan  review 
—  Liquidity 
—  Loan  administration 
—  Loan  policy  compliance 
—  Management  study 


—  Nonaccrual  loans 
—  Profit  plan 

—  New  senior  lending  officer 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Employ  outside  management  consultant  and 
independent  CPA  to  perform  audit 

223.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Appraisals  of  real  property 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Capital  plan,  general 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collection  procedures 
—  Conflict  of  interest  policy 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  audit 
—  Lending  policy 
—  Liquidity 
—  Loan  administration 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

224.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Call  report,  refile  and  republish 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Capital  plan,  equity  capital 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Liquidity 
—  Loan  administration 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Management  fees  paid  to  holding  company 
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—  Reimbursement  of  excessive  fees 
—  Business/strategic  plan 

225.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Bank  Secrecy  Act  compliance 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Capital  plan,  equity  capital 
—  Collateral  exceptions 
—  Collection  procedures 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  External  audit 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Loan  administration 
—  Loan  policy  compliance 
—  Management  study 
—  Overdraft  policy 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Directors’  fees 

—  Blanket  bond  insurance  coverage 
—  Expenses 
—  Reimbursement 

226.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Liquidity 
—  Nonaccrual  loans 
—  Profit  plan 

—  Violations  of  law,  general 
—  Insider  transactions 

227  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

Allowance  for  loan  and  lease  losses 


—  Asset/liability  management 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Forward  and  standby  contracts 
—  Internal  loan  review 
—  Investment  portfolio,  trading 
—  Loan  policy  compliance 
—  Profit  plan 

—  Violations  of  law,  general 

228.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Call  report,  refile  and  republish 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Loan  policy  compliance 
—  Management  study 
—  Profit  plan 

—  Violations  of  law,  general 
—  Trading  account 

229.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  New  chief  executive  officer 
—  Concentrations  of  credit 
—  Criticized  assets 
—  Internal  loan  review 
—  Liquidity 
—  Management  study 
—  Violations  of  law,  general 
—  Compliance  committee 
—  Funds  management  plan 

230.  Bank  with  assets  of  less  than  $25  million  — 
Temporary  Order  to  Cease  and  Desist 

—  Liquidity 
—  Lending  policy 
—  Loan  administration 

231.  Bank  with  assets  of  less  than  $25  million  — 
Temporary  Order  to  Cease  and  Desist 

—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
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—  Prohibition  against  extensions  of  credit  to 
certain  borrowers 

—  Restrictions  on  activities  of  bank’s  president 
and  senior  vice  president 

232.  Bank  with  assets  of  $25  to  $50  million  — 
Amended  Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  policy  compliance 

233.  Bank  with  assets  of  less  than  $25  million  — 
Amended  Order  to  Cease  and  Desist 

—  Rescission  of  article  in  previous  Order  to 
Cease  and  Desist 

234.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Other  real  estate  owned 
—  Profit  plan 

—  Violations  of  law,  general 

235.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Collateral  exceptions 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  controls 


—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 
—  Management  study 
—  Violations  of  law,  general 

236.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Nonaccrual  loans 
—  Violations  of  law,  general 

237.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 
—  Internal  audit 
—  Internal  loan  review 
—  Investment  policy 
—  Lending  policy 
—  Violations  of  law,  general 

238.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Conflict  of  interest  policy 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
-  EDP 

—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
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—  Liquidity 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Participations  purchased 
—  Profit  plan 

—  New  senior  lending  officer 
—  Trading  account 
—  Trust  asset  administration/audit 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

239.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Call  report,  refile  and  republish 
—  Capital,  maintain  predetermined  minimum 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Nonaccrual  loans 
—  Violations  of  law,  12  U.S.C.  29 
—  Quarterly  compliance  reports 

240.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  general 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Criticized  assets 
—  Dividend  restrictions 
—  External  audit 
—  Geographic  trade  area 
—  Internal  loan  review 
—  Investment  policy 
—  Lending  policy 
—  Nonaccrual  loans 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

241.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

Affilates,  extensions  of  credit 
Allowance  for  loan  and  lease  losses 


—  Capital  plan,  maintain  predetermined 
minimum 

—  Concentrations  of  credit 
—  Conflict  of  interest  policy 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  administration 

—  Management  and  board  supervision  study 
—  New  senior  lending  officer 

242.  Bank  with  assets  of  $50  to  $100  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Violations  of  law,  general 
—  Compliance  committee 

243.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Call  report,  refile 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collection  procedures 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  Compliance  committee 

244.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
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—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Trust  asset  administration/audit 
—  Violations  of  law,  general 
—  Strategic  plan 

245.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Violations  of  law,  general 

246.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Loan  administration 
—  Profit  plan 

—  New  senior  lending  officer 
—  Violations  of  law,  general 

247.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 
—  Dividend  notifications 
—  Overdrafts 

248.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Agricultural  lending  policy 


—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 
—  Nonaccrual  loans 
—  Violations  of  law,  general 

249.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Capital 

—  Independent  audit 
—  Blanket  bond  insurance 

250.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Liquidity 

—  Loan  policy  compliance 
—  Profit  plan 

—  Violations  of  law,  12  U.S.C.  84 
—  Internal  management  study 

251.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Investment  policy 
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—  Liquidity 

Management  and  board  supervision  study 
—  Profit  plan 
—  Trading  account 
—  Violations  of  law,  general 

252.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Call  report,  refile  and  republish 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Collateral  exceptions 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Investment  policy 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Profit  plan 
—  Trading  account 
—  Violations  of  law,  general 

253.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Call  report,  refile  and  republish 
—  Capital  plan,  general 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  policy  compliance 

Management  and  board  supervision  study 
—  Nonaccrual  loans 

Violations  of  law,  general 
Violations  of  law,  12  U.S.C.  84 

254  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

Indemnification 

Violations  of  law,  12  U.S.C.  84 


255.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Appraisals  of  real  property 
—  Asset/liability  management 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Profit  plan 

—  Violations  of  law,  general 

256.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

--  Allowance  for  loan  and  lease  losses 
—  Bank  Secrecy  Act  compliance 
—  Board  committee  structure 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  administration 
—  Loan  policy  compliance 
—  Management  study 
—  New  senior  lending  officer 
—  Violations  of  law,  general 

257.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Call  report,  refile  and  republish 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Capital  injection 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  audit 
—  Internal  controls 
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—  Internal  loan  review 
—  Investment  policy 
—  Lending  policy 
—  Management  study 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  Profit  plan 

—  New  senior  lending  officer 
—  Violations  of  law,  general 

258.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Call  report,  refile  and  republish 
—  Capital  plan,  general 
—  Budget/financial  plan 
—  New  chief  executive  officer 
—  Collateral  exceptions 
—  Collection  procedures 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
-  EDP 

—  Internal  loan  review 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

259.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  general 
—  New  chief  executive  officer 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 
—  Internal  audit 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Nonaccrual  loans 
—  Participations  purchased 
—  Profit  plan 

—  Violations  of  law,  12  U.S.C.  29,  371c 

260.  Bank  with  assets  of  less  than  $25  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Bank  Secrecy  Act  compliance 
—  Business/strategic  plan 
—  Call  report 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 


—  Lending  policy 
—  Loan  administration 
—  Loan  policy  compliance 
—  Other  real  estate  owned 

261.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Call  report,  refile  and  republish 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 
—  Internal  audit 
—  Internal  loan  review 
—  Violations  of  law,  general 
—  Renewals  of  extensions  of  credit 
—  Dividend  notification 
—  Trading 

262.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  equity  capital 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

263.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
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264.  Bank  with  assets  of  $25  to  $50  milllion  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  audit 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Management  study 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

265.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Appraisals  of  real  property 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Lending  policy 
—  Liquidity 
—  Management  study 
—  Nonaccrual  loans 
—  Profit  plan 

—  Violations  of  law,  general 
—  Charge-off  policy 
—  Internal  loan  review 

266.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Capital  plan,  equity  capital 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 
—  Internal  audit 
Internal  controls 
Investment  policy 
Lending  policy 
Loan  administration 
Management  study 
Nonaccrual  loans 
Overdraft  policy 


—  Profit  plan 

—  Violations  of  law,  general 
—  Funds  management  study 

267.  Bank  with  assets  of  $50  to  $100  million  — 
Amended  Agreement 

—  Asset/liability  management 
—  Call  report,  refile  and  republish 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Investment  policy 
—  Liquidity 

—  Loan  policy  compliance 
—  New  senior  lending  officer 
—  Trading 

—  Reimbursement  for  12  U.S.C.  371c  violation 

268.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Nonaccrual  loans 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

269.  Bank  with  assets  of  $25  to  $50  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  equity  capital 
—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
-  EDP 

—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Liquidity 

—  Loan  policy  compliance 

Management  and  board  supervision  study 
—  Nonaccrual  loans 

New  senior  lending  officer 
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—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

270.  Bank  with  assets  of  $25  to  $50  million  — 

Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Concentrations  of  credit 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  loan  review 
—  Liquidity 
—  Management  study 
—  Other  real  estate  owned 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

271.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  New  chief  executive  officer 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Liquidity 
—  Loan  administration 
—  Violations  of  law,  general 
—  Monthly  progress  reports 

272.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 


—  Violations  of  law,  general 

273.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Nonaccrual  loans 

274.  Bank  with  assets  of  $100  to  $500  million  — 
Amended  Order  to  Cease  and  Desist 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Charge-off  assets 
—  Dividend  restrictions 
—  External  audit 
—  Investment  policy 
—  Nonaccrual  loans 
—  Violations  of  law,  general 

275.  Bank  with  assets  of  $100  to  $500  million  — 
Order  to  Cease  and  Desist 

—  Violations  of  law,  general 
—  Reimbursement  for  excessive  salary 
—  Operating  subsidiary  spinoff 
—  Salary  appraisal 

276.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Management  study 
—  Violations  of  law,  general 

277.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Agricultural  lending  policy 
—  Budget/financial  plan 
—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  administration 
—  Loan  policy  compliance 
—  Management  study 
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—  Nonaccrual  loans 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

278.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

—  Agricultural  lending  policy 

Allowance  for  loan  and  lease  losses 
—  Call  report,  refile  and  republish 

Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Other  real  estate  owned 
Participations  purchased 
—  Trading  account 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  371c 
—  Violations  of  law,  31  C.F.R.  103 

279.  Bank  with  assets  of  $25  to  $50  million  — 

Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  equity  capital 
—  Collateral  exceptions 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Dividend  restrictions,  prior  approval 
—  Geographic  trade  area 
—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Participations  purchased 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

Violations  of  law,  12  U.S.C.  84,  375a,  375b 
—  Senior  lending  officer 

280  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

Agricultural  lending  policy 
Allowance  for  loan  and  lease  losses 


—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  general 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  loan  review 
—  Liquidity 
—  Nonaccrual  loans 
—  Violations  of  law,  12  U.S.C.  375a 

281.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Appraisals  of  real  property 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Call  report,  refile  and  republish 
—  Capital  plan,  general 
—  Capital  plan,  equity  capital 
—  Capital  injection 
—  Charge-off  assets 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Concentrations  of  credit 
—  Consulting  contracts 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 

—  Dividend  restrictions,  prior  approval 
-  EDP 

—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  administration 
—  Loan  policy  compliance 
—  Management  and  board  supervision  study 
—  Management  study 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Trust  asset  administration/audit 
—  Violations  of  law,  general 

282.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  general 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
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—  Loan  policy  compliance 
—  Profit  plan 

—  Trust  asset  administration/audit 
—  Violations  of  law,  general 

283.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

284.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Other  real  estate  owned 
—  Trading  account 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

285.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  maintain  predetermined 
minimum 

—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 


—  Investment  policy 
—  Lending  policy 
—  Liquidity  policy 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

286.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Violations  of  law,  general 
—  Compliance  committee 

287.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Budget/financial  plan 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Violations  of  law,  general 
—  Quarterly  progress  reports 
—  Loan  policy  compliance 

288.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Budget/financial  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
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—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Violations  of  law,  general 
—  Compliance  committee 

289.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

—  Agricultural  lending  policy 

Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Call  report,  refile  and  republish 
—  Collateral  exceptions 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  policy  compliance 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

290.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/I  lability  management 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Profit  plan 

—  Violations  of  law,  general 

291.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 

Internal  loan  review 
Lending  policy 
Management  study 
Participations  purchased 
Violations  of  law,  general 


292.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 

Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions,  prior  approval 
—  Internal  controls 
—  Nonaccrual  loans 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 

293.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Budget/financial  plan 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
-  EDP 

—  External  audit  by  CPA 
—  Internal  audit 

—  Management  and  board  supervision  study 
—  Violations  of  law,  12  U.S.C.  84 
—  Banking  Circular  115 

294.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  controls 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Violations  of  law,  general 

295.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Collection  procedures 
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—  Credit  information  exceptions 
—  Criticized  assets 

—  Dividend  restrictions,  prior  approval 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Participations  purchased 
—  Violations  of  law,  general 

296.  Bank  with  assets  of  $100  to  $500  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Criticized  assets 
—  Internal  loan  review 
—  Violations  of  law,  general 

297.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Nonaccrual  loans 
—  Profit  plan 

—  Violations  of  law,  general 
—  New  chief  executive  officer 

298.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Call  report 
—  Capital  plan,  general 
—  Concentrations  of  credit 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit  by  CPA 
—  Internal  loan  review 
—  Lending  policy 

—  Management  study  by  compliance  com¬ 
mittee 

—  Participations  purchased 
—  Violations  of  law,  general 

299.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  notification  and  reporting 
—  Business/strategic  plan 


—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Concentrations  of  credit 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Participations  purchased 
—  Profit  plan 

—  Violations  of  law,  general 

300.  Bank  with  assets  of  $50  to  $100  million  — 
Order  to  Cease  and  Desist 

—  Affiliates,  extensions  of  credit 
—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Collateral  exceptions 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Management  study 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  Trust  asset  administration/audit 
—  Trust  management  study 
—  Violations  of  law,  general 
—  Loan  production  office  operations 

301.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Call  report,  refile  and  republish 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Investment  portfolio,  trading 
—  Lending  policy 
—  Violations  of  law,  12  U.S.C.  84 

302.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
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—  Budget/financial  plan 
—  Capital  plan,  general 
—  Collection  procedures 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Lending  policy 
—  Nonaccrual  loans 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

303.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 
—  Capital  plan,  general 
—  Concentrations  of  credit 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  audit 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Other  real  estate  owned 
—  Profit  plan 

—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 
—  Banking  circular  105 

304.  Bank  with  assets  of  less  than  $25  million  — 
Amended  Order  to  Cease  and  Desist 

—  Capital  forbearance 

305.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Lending  policy 
—  Loan  administration 

306.  Bank  with  assets  of  $50  to  $100  million  — 
Amended  Order  to  Cease  and  Desist 

—  Capital  forbearance 

307  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

Allowance  for  loan  and  lease  losses 
Asset/liability  management 
Brokered  deposits,  notification  and  reporting 
Business/strategic  plan 
Capital  plan,  general 


—  Conflict  of  interest  policy 
—  Criticized  assets 

Management  and  board  supervision  study 
—  Overdraft  policy 
—  Renewals  of  extensions  of  credit 
—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 

308.  Bank  with  assets  of  $100  to  $500  million  — 
Amended  Order  to  Cease  and  Desist 

—  Capital  forbearance 

309.  Bank  with  assets  of  more  than  $1  billion  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Criticized  assets 
—  Lending  policy 
—  Loan  administration 
—  Violations  of  law,  general 

310.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  New  chief  executive  officer 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  administration 
—  Loan  policy  compliance 
—  Violations  of  law,  general 

311.  Bank  with  assets  of  $100  to  $500  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Loan  administration 
—  Violations  of  law,  general 

312.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Criticized  assets 
—  Lending  policy 
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—  New  senior  lending  officer 
—  Violations  of  law,  general 

313.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Business/strategic  plan 
—  Collection  procedures 
—  Criticized  assets 
—  Internal  audit 
—  Internal  loan  review 
—  Loan  administration 
—  Other  real  estate  owned 
—  Violations  of  law,  general 

314.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 

—  Management  and  board  supervision  study 
—  Violations  of  law,  general 

315.  Bank  with  assets  of  $25  to  $50  million  — 
Memorandum  of  Understanding 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Management  study 
—  Violations  of  law,  general 

316.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Business/strategic  plan 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Lending  policy 
—  Violations  of  law,  general 

317.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 


—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Nonaccrual  loans 
—  Violations  of  law,  general 

318.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Capita!  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  New  chief  executive  officer 
—  Collateral  exceptions 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Liquidity 
—  Loan  administration 
—  Violations  of  law,  general 

319.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Profit  plan 

320.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Collection  procedures 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  administration 

321.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
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—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Liquidity 
—  Profit  plan 

—  Violations  of  law,  general 

322.  Bank  with  assets  of  $100  to  $500  million  — 
Memorandum  of  Understanding 

—  Asset/liability  management 
—  Business/strategic  plan 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  policy  compliance 
—  Violations  of  law,  general 

323.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Collection  procedures 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  Regulation  Z 

324.  Bank  with  assets  of  les  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Dividend  restrictions 
—  Internal  loan  review 
—  Violations  of  law,  general 

325.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Criticized  assets 
—  Internal  audit 
—  Internal  controls 
—  Internal  loan  review 
Lending  policy 
Loan  administration 
Management  study 
New  senior  lending  officer 
Violations  of  law,  general 


326.  Bank  with  assets  of  $50  to  $100  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  administration 
—  Management  study 
—  Profit  plan 

327.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  administration 
—  Management  study 
—  Violations  of  law,  general 

328.  Bank  with  assets  of  $25  to  $50  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  general 
—  Collateral  exceptions 
—  Collection  procedures 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Liquidity 

—  Management  and  board  supervision  study 
—  Nonaccrual  loans 
—  Violations  of  law,  general 

329.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Criticized  assets 
—  Internal  loan  review 
—  Lending  policy 
—  Nonaccrual  loans 
—  Violations  of  law,  general 

330.  Bank  with  assets  of  less  than  $25  million  — 
Agreement 

—  Allowance  for  loan  and  lease  losses 
—  Call  report,  refile  and  republish 
—  Criticized  assets 
—  Internal  loan  review 
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—  Loan  administration 
—  Violations  of  law,  general 

331.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Business/strategic  plan 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  Collateral  exceptions 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Internal  loan  review 
—  Loan  administration 
—  Violations  of  law,  general 

332.  Bank  with  assets  of  $500  million  to  $1  billion 
—  Agreement 

—  Asset/liability  management 
—  Brokered  deposits,  notification  and  reporting 
—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 

—  Consumer  compliance  program 
—  Criticized  assets 
—  Internal  control 
—  Lending  policy 
—  Loan  administration 
—  Management  study 
—  Violations  of  law,  general 
—  New  senior  lending  officer 
—  Strategic  plan 

333.  Bank  with  assets  of  less  than  $25  million  — 
Order  to  Cease  and  Desist 

—  Agricultural  lending  policy 
—  Allowance  for  loan  and  lease  losses 
—  Asset/liability  management 
—  Capital  plan,  equity  capital 


—  Charge-off  assets 
—  Collateral  exceptions 
—  Collection  procedures 
—  Conflict  of  interest  policy 
—  Credit  information  exceptions 
—  Criticized  assets 
—  Earnings 
—  External  audit 
—  Internal  controls 
—  Investment  policy 
—  Lending  policy 
—  Management  study 
—  Nonaccrual  loans 
—  Profit  plan 

—  Violations  of  law,  general 
—  Violations  of  law,  12  U.S.C.  84 
—  New  senior  lending  officer 

334.  Bank  with  assets  of  less  than  $25  million  — 
Amended  Order  to  Cease  and  Desist 

—  Allowance  for  loan  and  lease  losses 
—  Bank  Secrecy  Act  compliance 
—  Brokered  deposits,  prohibition  or  eliminating 
dependence 

—  Call  report,  refile  and  republish 
—  Capital  plan,  general 

—  Capital  plan,  achieve  and  maintain  predeter¬ 
mined  minimum 
—  New  chief  executive  officer 
—  Collection  procedures 
—  Consumer  compliance  program 
—  Credit  information  exceptions 
—  Criticized  assets 
—  External  audit 

—  Forward  and  standby  contracts 
—  Investment  policy 
—  Lending  policy 
—  Liquidity 
—  Loan  administration 
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Civil  Money  Penalties 

28.  Bank  with  assets  of  $100  to  $500  million 


Excessive  dividends  of  the  bank  declared  and  paid 
without  OCC  approval  in  violation  of  12  U.S.C.  §  60b  were 
used  to  finance  the  purchase  of  a  neighboring  bank, 
creating  a  multibank  holding  company.  The  bank  also 
made  loans  and  other  advances  to  affiliates  without  suffi¬ 
cient  collateral  in  violation  of  12  U.S.C.  §  371c. 

Civil  Money  Penalties  were  assessed  against  the  direc¬ 
tors  of  the  bank.  A  final  order  of  assessment  of  $2,000 
was  assessed  against  each  of  11  directors. 

29.  Bank  with  assets  of  less  than  $25  million 

Violations  of  12  U.S.C.  §  84  were  identified  at  three  suc¬ 
cessive  examinations.  At  the  last  examination  there  were 
new  violations  of  §  84,  as  well  as  some  that  continued 
from  1984. 

Civil  Money  Penalties  were  issued  against  members 
of  the  board  of  directors  for  violations  of  12  U.S.C.  §  84. 
A  final  order  of  assessment  of  $2,500  was  issued  against 
each  of  the  six  directors,  taking  into  account  the  serious 
nature  of  the  offenses  and  the  individual  directors'  abili¬ 
ty  to  pay. 

30.  Bank  with  assets  of  $50  to  $100  million 

An  on-site  presence  at  the  bank  revealed  a  violation  of 
12  U.S.C  §  84.  After  the  initial  violat.  occurred,  ten  ad¬ 
ditional  advances  were  approved. 

A  Civil  Money  Penalty  was  assessed  against  the  former 
president  and  the  executive  vice  president  for  violations 
of  federal  banking  law.  A  final  order  of  assessment  of 
$1,500  was  issued  against  each  of  the  two  individuals, 
taking  into  consideration  the  individuals’  financial  condi¬ 
tion  and  other  statutory  factors. 

31.  Bank  with  assets  of  less  than  $25  million 

In  spite  of  warnings  and  questions  raised  by  a  dissident 
director  about  the  activities  of  a  dominant  owner-director 
the  other  four  directors  took  no  action  to  protect  the  bank 
and  terminate  violations  of  law.  The  owner-director  was 
speculating  with  bank  assets  in  the  purchase  of  govern¬ 
ment  bonds  and  making  unreported  loans  to  his  own 
business  interests  in  violations  of  12  U.S.C.  §  375a  and 
h  375b  Inaccurate  call  reports  were  filed  in  violation  of 
*2  USC  h  161  Ultimately  a  loss  in  the  bond  specula- 
*  on  occurred  and  was  made  up  by  the  owner-director 


While  a  larger  civil  penalty  was  finally  assessed  against 
the  owner-director  (summarized  in  an  earlier  edition)  fi¬ 
nal  assessments  of  Civil  Money  Penalties  of  $1,000  each 
were  issued  against  the  other  four  directors. 

32.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank  directors  had  failed 
to  comply  with  the  provisions  of  an  Order  to  Cease  and 
Desist  requiring  the  bank’s  primary  capital  to  be  main¬ 
tained  at  7  percent.  This  violation  of  the  Order  had  exist¬ 
ed  for  a  substantial  period  of  time. 

A  Civil  Money  Penalty  was  assessed  against  all  members 
of  the  board  of  directors  on  the  date  the  primary  capital 
fell  below  7  percent  and  who  had  failed  to  take  action 
to  carry  out  the  requirements  of  the  Order.  A  final  order 
of  assessment  was  issued  requiring  each  of  eight  direc¬ 
tors  to  pay  a  $5,000  Civil  Money  Penalty  or  in  lieu  there¬ 
of,  the  penalty  would  be  reduced  for  any  amount  con¬ 
tributed  to  the  primary  capital  of  the  bank. 

33.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  bank  had  made  a  large 
loan  in  excess  of  the  bank’s  lending  limit.  The  borrower 
then  advised  that  payments  would  be  curtailed  unless 
a  new  financing  arrangement  involving  more  advances, 
still  subject  to  the  lending  limit,  was  worked  out.  Ultimately 
the  arrangement  resulted  in  losses  to  the  bank.  The  direc¬ 
tors  personally  reimbursed  a  significant  portion  of  the  loss¬ 
es  under  an  Order  to  Cease  and  Desist. 

A  Civil  Money  Penalty  was  assessed  against  the  board 
of  directors.  A  final  order  of  assessment  of  $1,500  was 
issued  against  each  of  the  10  directors,  who  were  per¬ 
mitted  to  offset  the  penalty  dollar  for  dollar  with  funds  con¬ 
tributed  to  the  capital  of  the  bank. 

34.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  chief  executive  officer 
had  violated  12  U.S.C.  §  375a  when  he  received  loans 
in  amounts  that  exceeded  the  limits  authorized  for  execu¬ 
tive  officers.  These  violations  were  cited  in  consecutive 
examinations  and  resulted  in  losses  to  the  bank. 

A  notice  of  assessment  of  Civil  Money  Penalty  was  issued 
to  the  individual.  He  failed  to  request  a  hearing,  file  an 
answer  or  respond  to  the  notice  in  any  way.  A  default  fi¬ 
nal  order  assessed  a  penalty  of  $10,000  against  him 
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35.  Bank  with  assets  of  less  than  $25  million 

In  spite  of  advice  from  the  Comptroller’s  Office  that  due 
to  previous  high  dividend  payments  any  further  dividends 
to  be  declared  had  to  be  submitted  to  the  Comptroller’s 
Office  for  prior  approval  under  12  U.S.C.  §60(b),  the  bank 
paid  a  dividend  in  violation  of  12  U.S.C.  §60(b).  The  divi¬ 
dend  mostly  favored  the  chairman  of  the  board  who  was 
the  owner  of  the  bank. 

Civil  Money  Penalties  were  assessed  against  the  chair¬ 
man  and  the  other  directors  who  approved  the  dividend. 
Because  he  benefited  more  than  the  others  the  chairman 
was  issued  a  final  order  of  assessment  of  $5,000.  The 
bank’s  president  and  the  other  four  directors  who  ap¬ 
proved  the  dividend  were  issued  a  final  order  of  assess¬ 
ment  of  $1,000  each. 

36.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  that  the  bank  had  repeatedly 
extended  credit  to  its  former  chairman  in  the  form  of  over¬ 
drafts.  The  overdrafts  were  frequently  for  large  amounts, 
and  the  former  chairman’s  account  was  often  in  overdraft 
status  for  long  periods  of  time.  In  addition,  the  former 
chairman  was  rarely  assessed  a  fee  for  the  overdrafts. 

Because  of  the  frequency  and  duration  of  the  overdrafts, 
the  high  dollar  amounts  and  evidence  of  personal  benefit, 
the  former  chairman  was  assessed  a  Civil  Money  Penalty 
of  $5,000. 

37.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  president  and  a  director  (husband  and  wife) 
violated  the  provisions  of  12  U.S.C.  §375b(2)  by  participat¬ 
ing,  through  polling  and  other  director  contacts,  when 
the  board  voted  them  a  loan  in  excess  of  $173,000. 

A  Civil  Money  Penalty  was  assessed  against  each  of 
the  two.  A  final  order  of  assessment  of  $5,000  was  issued 
against  each.  The  couple  was  under  indictment  at  the 
time  this  action  was  taken  and  the  husband  director  was 
issued  a  temporary  suspension  under  12  U.S.C.  51818(g) 
pending  the  outcome  of  his  trial. 

38.  Bank  with  assets  of  $50  to  $100  million 

An  examination  disclosed  serious  violations  of  12  U.S.C. 
§  84.  The  violations  resulted  from  a  real  estate  scheme 
perpetrated  upon  the  bank  by  a  former  director.  The 
bank’s  former  president  and  former  executive  vice  presi¬ 
dent  were  in  a  position  to  prevent  the  violations  but  failed 
to  do  so. 


The  bank’s  former  president  was  assessed  a  Civil  Money 
Penalty  of  $15,000.  The  former  executive  vice  president 
and  the  former  director  were  also  assessed  penalties 
which  are  summarized  elsewhere. 

39.  Bank  with  assets  of  $50  to  $100  million 

An  examination  disclosed  serious  violations  of  12  U.S.C. 

§  84.  The  violations  were  the  result  of  a  fraudulent  real 
estate  scheme  perpetrated  on  the  bank  by  its  former 
director,  who  personally  benefited  from  the  violations.  The 
bank’s  former  president  and  former  vice  president  were 
in  a  position  to  prevent  the  violations,  but  failed  to  do  so. 

The  former  director  was  assessed  a  Civil  Money  Penalty 
of  $46,000.  The  former  president  and  former  vice  presi¬ 
dent  were  also  assessed  penalties  which  are  summarized 
elsewhere. 

40.  Bank  with  assets  of  $50  to  $100  million 

The  notice  of  assessment  charged  that  the  bank’s  direc¬ 
tors  had  approved  direct  and  indirect  loans  to  the  chair¬ 
man  of  the  board  in  excess  of  the  limits  of  12  U.S.C. 
§375a.  It  was  also  alleged  that  the  directors  approved 
a  resolution  allowing  the  chairman  to  draw  against  un¬ 
collected  funds  which  permitted  him  to  exceed  the  limits 
of  §375a  and  which  facilitated  his  ability  to  engage  in  al¬ 
leged  check  kiting  activity.  A  charge  directed  to  the  presi¬ 
dent  of  the  bank  was  that  he  was  involved  in  a  transac¬ 
tion  resulting  in  a  alleged  kickback  to  the  chairman  from 
the  bank’s  credit  life  insurance  company. 

Civil  Money  Penalties  were  assessed  against  the  board 
of  directors  collectively.  Nine  directors  were  to  pay  a  to¬ 
tal  of  $32,000. 

41.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  bank’s  former  director 
caused  violations  of  12  U.S.C.  §  84  at  the  bank  by  coun¬ 
terfeiting  documents  of  title  and  misrepresenting  the  ex¬ 
istence  of  livestock  which  purportedly  secured  his  loans. 

The  former  director  was  assessed  a  Civil  Money  Penalty 
of  $20,000  for  the  violations  of  12  U.S.C.  §  84. 

42.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  violations  of  12  U.S.C.  §  161 
and  of  an  outstanding  cease  and  desist  order  issued 
against  the  bank.  The  bank  had  been  cited  for  violations 
of  the  order  at  two  previous  examinations. 
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A  Civil  Money  Penalty  of  $2,000  was  assessed  against 
the  bank's  former  director.  Two  of  the  bank's  other  direc¬ 
tors  were  removed  and  the  bank's  former  president  was 
assessed  a  civil  money  penalty,  all  of  which  are  summa¬ 
rized  elsewhere. 

43.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  a  violation  of  12  U.S.C.  §  375a 
brought  on  by  the  failure  of  the  bank’s  former  president 
and  chief  executive  officer  to  report  an  extension  of  credit 
to  the  board  as  a  loan  to  himself,  and  to  submit  a  detailed, 
current  financial  statement.  The  violation  was  aggravat¬ 
ed  by  the  former  president  and  chief  executive  officer’s 
efforts  to  conceal  the  true  purpose  of  the  loan  during  the 
examination.  The  former  president  and  chief  executive 
officer  was  also  found  to  be  involved  in  violations  of  12 
U.S.C.  §  161  and  an  outstanding  cease  and  desist  order 
issued  against  the  bank. 

The  former  president  and  chief  executive  officer  was  as¬ 
sessed  a  Civil  Money  Penalty  of  $10,000  for  these 
violations. 

44.  Bank  with  assets  of  less  than  ~25  million 

An  examination  of  the  bank  revealed  a  serious  violation 
of  12  U.S.C.  §84.  The  violation  occurred  after  a  previous 
examination  disclosed  fifteen  violations  of  12  U.S.C.  84. 
The  bank  had  also  previously  stipulated  to  the  issuance 
of  a  cease  and  desist  order  which  addressed  violations 
of  law  in  general,  and  violations  of  section  84  in  particu¬ 
lar.  The  bank’s  former  president  was  primarily  responsi¬ 
ble  for  the  violation. 

Because  of  the  repeated  nature  of  the  violation  and  the 
failure  of  past  supervisory  efforts  to  ensure  compliance, 
the  bank's  former  president  was  assessed  a  Civil  Money 
Penalty  of  $5,000. 

45.  Bank  with  assets  of  $25  to  $50  million 

An  examination  disclosed  numerous  repeated  violations 
of  12  U.S.C.  §84  The  violations  resulted  in  losses  of  about 
$1  million,  and  were  primarily  caused  by  the  bank’s  form¬ 
er  president  and  chairman  of  the  board  and  former  vice 
president  and  director. 

’’"he  former  president  and  chairman  and  former  vice  presi¬ 
dent  and  director  were  assessed  a  joint  Civil  Money 
Penalty  of  $1,000  The  poor  financial  condition  of  those 
individuals  kept  the  assessment  from  being  higher.  Both 
individuals  also  consented  to  removals,  which  are  sum¬ 
marized  elsewhere 


46.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  several  violations  of  the  bank’s 
lending  limit.  Two  of  these  had  continued  over  the  last 
two  examinations.  The  bank’s  president  was  the  officer 
responsible  for  the  loans.  The  loans  would  have  resulted 
in  losses  which  would  have  rendered  the  bank  insolvent 
if  the  other  directors  had  not  bought  out  the  loans  for 
more  than  $1  million.  The  president  had  deliberately 
misled  the  board  and  has  falsified  the  bank’s  documents. 
He  was  discharged,  removed  from  banking  by  the  Comp¬ 
troller  and  ultimately  made  restitution  of  over  $100,000. 
The  removal  action  is  summarized  elsewhere. 

A  Civil  Money  Penalty  was  assessed  against  the  in¬ 
dividual.  A  final  order  of  assessment  of  $7,500  was  issued 
by  the  Comptroller. 

47.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  that  a  partnership 
formed  by  the  chairman  of  the  board  and  a  director  (who 
were  the  principal  shareholders  of  the  bank)  entered  into 
a  number  of  sale/leaseback  transactions  with  the  bank. 
These  transactions  were  preferential  and  resulted  in  vio¬ 
lations  of  12  U.S.C.  §375.  Violations  of  12  U.S.C.  §375b 
and  12  C.F.R.  §215.4  involving  the  approval  of  sizable 
overdrafts  to  the  president  and  the  director  were  also  de¬ 
tected. 

Civil  Money  Penalties  were  issued  against  the  chairman 
of  the  board,  the  president  and  each  of  the  bank’s  direc¬ 
tors.  A  final  order  of  assessment  of  $1,000  was  reached 
against  the  chairman  and  the  partner/director.  The  chair¬ 
man,  president,  and  the  partner/director  were  also  re¬ 
moved  from  banking. 

48.  Bank  with  assets  of  $50  to  $100  million 

A  Notice  of  Assessment  of  Civil  Money  Penalty  against 
the  bank’s  chairman  of  the  board  alleged  violations  of 
12  U.S.C.  §  §375a  and  375b,  12  C.F.R.  §§  2.4  and  2.5 
and  an  outstanding  Cease  and  Desist  Order.  It  was  al¬ 
leged  that  the  chairman  received  nominee  and  other 
loans  from  the  bank  in  excess  of  the  limits  of  §  375a;  that 
he  received  a  kickback  from  the  credit  life  insurance  com¬ 
pany  of  the  bank  and  that  he  engaged  in  a  long  series 
of  complicated  check  kiting  schemes. 

A  Civil  Money  Penalty  was  assessed  against  the 
chairman.  The  final  order  of  assessment  required  him  to 
pay  a  penalty  of  $50,000.  In  addition,  his  use  of  the  bank 
for  checking  accounts  and  loans  was  restricted. 
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49.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  violations  of  12  U.S.C.  §§  84, 
375a  and  375b  and  12  C.F.R.  Part  215. 

Civil  Money  Penalties  were  assessed  against  two  officers, 
also  members  of  the  board  of  directors,  who  were  primar¬ 
ily  responsible  for  these  violations.  A  final  order  of  assess¬ 
ment  was  issued  requiring  these  individuals  to  pay  civil 
money  penalties  of  $4,000  and  $3,000,  respectively.  Th 
actions  of  these  officer  directors  contributed  to  the  ulti¬ 
mate  failure  of  the  institution. 

50.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  numerous  loans  to  the  bank’s 
president  and  principal  shareholder  which  resulted  in  sig¬ 
nificant  losses  to  the  bank. 

Civil  Money  Penalties  were  assessed  against  the  bank’s 
directors  and  the  bank’s  cashier.  To  date,  final  orders  of 
assessment  in  the  amounts  of  $20,000,  $10,000,  $5,000 
and  $3,500  have  been  issued  against  the  cashier  and 
three  directors  respectively.  In  addition,  removals  were 
ordered  against  the  bank’s  president  and  three  directors. 

Suspensions 


1.  Bank  with  assets  of  less  than  $25  million 

The  bank’s  president  and  a  director  (husband  and  wife) 
violated  banking  law  by  participating  in  the  vote  of  the 
board  to  approve  a  loan  to  them  in  excess  of  the  limits 
of  12  U.S.C.  §375b(2).  At  the  time,  a  Civil  Money  Penalty 
matter  was  resolved  with  them.  They  were  under  indict¬ 
ment  for  activities  involving  the  bank. 

A  temporary  Suspension  Order  was  issued  pursuant  to 
12  U.S.C.  §  1818(g)  pending  the  outcome  of  the  trial. 

2.  Bank  with  assets  of  less  than  $25  million 

A  removal  action  under  12  U.S.C.  §181 8(e)(1)  was  near¬ 
ing  the  hearing  stage  against  the  bank’s  chief  executive 
officer  and  chairman  of  the  board.  He  had  been  involved 
in  alleged  speculative  bond  trading  and  falsifying  ac¬ 
counts  at  the  bank  (summarized  elsewhere).  Information 
came  to  the  Comptroller  that  the  individual  was  involved 
in  a  scheme  in  which  millions  of  dollars  were  being  wire 
transferred  to  the  bank  ostensibly  for  very  high  yield  CD’s. 
If  completed,  the  scheme  would  have  breached  a  prohi¬ 
bition  against  brokered  deposits  contained  in  an  Order 


to  Cease  and  Desist  under  which  the  bank  was  operat¬ 
ing.  However,  as  alleged  in  an  amended  Notice  of  Intent 
to  Remove,  the  initial  wire  transfers  of  funds  were  divert¬ 
ed  to  the  chief  executive  officer/chairman’s  personal 
checking  account  and  to  personal  checking  accounts  of 
the  promoters  and  no  CD’s  were  ever  issued.  The  bank 
ceased  accepting  the  funds  and  acted  to  obtain  reim¬ 
bursement  from  the  participants.  The  chief  executive 
officer/chairman  resigned  and  the  loss  to  the  bank  was 
limited. 

The  Notice  of  Intent  to  Remove  was  amended  to  include 
the  new  circumstances.  At  the  same  time,  a  Suspension 
Order  was  issued  to  the  former  chief  executive 
officer/chairman  prohibiting  him  from  participating  in  any 
manner  in  the  affairs  of  the  bank,  pending  a  hearing  on 
the  new  charges.  The  suspension  was  designed  to  pro¬ 
tect  the  bank  from  the  activities  of  this  individual  who  was 
the  controlling  owner  of  the  bank’s  holding  company. 

Orders  of  Removal 


1.  Bank  with  assets  of  $50  to  $100  million 

An  examination  of  another  bank  revealed  that  this  in¬ 
dividual,  now  executive  vice  president,  had  a  history  of 
nominee  loans  from  which  he  benefited,  falsifying  bank 
records  to  divert  payments  and  causing  a  false  appraisal 
of  his  residence  to  obtain  additional  financing.  The 
nominee  loans,  when  combined  with  the  subject  other 
loans,  violated  12  U.S.C.  §  84.  Loans  were  made  to  this 
individual  without  board  approval  and  in  excess  of  the 
permissible  limits  to  insiders.  Various  federal  criminal  laws 
were  also  violated. 

An  Order  of  Removal  was  issued  against  the  executive 
vice  president  for  the  violations  of  federal  banking  law 
in  the  other  bank.  The  removal  order  under  12  U.S.C.  § 
1818(e)(2)  prohibited  the  individual  from  participating  in 
the  affairs  of  any  federally  regulated  financial  institution 
without  consent  of  the  institution’s  primary  regulator. 

2.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  former  chief  executive 
officer  and  chairman  of  the  board  had  speculated  in 
government  bond  trading,  committing  over  50  percent 
of  the  bank’s  assets.  Repurchase  agreements  were  used 
to  carry  the  speculation.  Commission  and  interest  costs 
were  netted  against  interest  income  and  trading  profits 
and  losses,  and  the  securities  were  carried  at  the  netted 
amount  on  the  books  of  the  bank.  Upon  discovery  by  the 
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national  bank  examiner,  the  market  loss  on  the  bonds  was 
more  than  45  percent  of  the  bank’s  capital.  False  call 
reports  were  filed,  showing  only  the  misstated  trading 
amounts  and  their  effect  on  the  income  accounts.  Addi¬ 
tionally,  the  individual  caused  the  bank  to  make  loans  to 
ventures  in  which  he  had  an  interest  without  revealing 
that  interest  to  the  other  directors.  When  the  ventures 
failed,  the  bank  took  the  loss.  Finally,  the  individual  joined 
a  scheme  in  which  others  solicited  funds  sent  to  the  bank 
ostensibly  for  high  interest  CD’s.  Much  of  the  money  went 
to  the  personal  use  of  the  individual  before  the  scheme 
was  discovered  and  stopped. 

While  under  an  Order  of  Suspension  (summarized  else¬ 
where),  an  Order  of  Removal  was  issued  prohibiting 
the  former  chief  executive  officer  and  chairman  from  fur¬ 
ther  participating  in  any  way  in  the  affairs  of  any  federal¬ 
ly  insured  financial  institution  without  the  permission  of 
the  institution's  primary  federal  regulator.  A  civil  money 
penalty  was  assessed  as  well.  These  actions  were  taken 
even  though  the  individual,  when  confronted  by  the  na¬ 
tional  bank  examiner,  paid  back  the  losses. 

3.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  the  bank’s  former  president 
and  sole  lending  officer  had  authorized  an  extension  of 
credit  to  an  intermediary  who  transferred  the  funds  to  a 
borrower  already  at  the  bank’s  lending  limit.  The  former 
president  was  aware  of  this.  The  loan  resulted  in  a  loss 
to  the  bank  and  violated  12  U.S.C.  §84. 

An  Order  of  Removal  barring  the  former  president  from 
participating  in  the  affairs  of  any  federally  insured  finan¬ 
cial  institution  was  issued  by  the  Comptroller. 

4.  Bank  with  assets  of  $100  to  $500  million 

The  former  vice  president  and  trust  invnstment  officer  mis¬ 
appropriated  bank  funds  to  purcha  securities  for  per¬ 
sonal  investments.  He  also  diverted  profitable  bonds  from 
the  accounts  to  his  personal  account  and  substituted  un¬ 
profitable  ones. 

A  Notice  of  Intent  to  Remove  was  served  on  the  individual 
resulting  in  an  Order  of  Removal  issued  by  the  Comp¬ 
troller  The  Order  barred  the  individual  from  participat¬ 
ing  m  the  affairs  of  any  federally  insured  bank  without  the 
permission  of  the  bank's  primary  regulator. 

5.  Bank  with  assists  of  less  than  $25  million 

An  examination  of  the  bank  disclosed  violations  of  12 
USC  §§84  371c.  375a,  375b  and  12  C.F.R.  Part  215. 


The  examination  also  disclosed  violations  of  an  outstand¬ 
ing  cease  and  desist  order.  The  situation  was  aggravat¬ 
ed  by  substantial  losses  suffered  by  the  bank  on  loans 
made  in  excess  of  the  legal  lending  limit  and  the  involve¬ 
ment  of  the  bank’s  chairman  of  the  board  in  those  trans¬ 
actions. 

An  Order  of  Removal  partially  removing  the  former 
chairman  of  the  board  from  banking  and  restricting  his 
activities  in  the  bank  was  issued  by  the  Comptroller's 
Office.  Under  the  terms  of  the  Order,  the  former  chair¬ 
man  could  not  serve  as  an  officer  or  director  of  the  bank, 
vote  his  shares  for  the  election  of  the  bank’s  directors, 
or  otherwise  participate  in  the  management  of  the  bank 
for  a  period  of  5  years  from  the  date  of  execution  of  the 
Order. 

6.  Bank  with  assets  of  $50  to  $100  million 

While  serving  as  president  of  the  bank,  the  individual  mis¬ 
appropriated  bank  funds  to  pay  personal  loans  at  another 
bank  and  extensively  overdrafted  his  personal  checking 
account.  After  a  removal  action  under  12  U.S.C. 
§181 8(e)(1)  was  filed  and  the  individual  had  resigned  from 
the  bank,  he  was  indicted  and  convicted  of  a  violation 
of  18  U.S.C.  §656. 

An  Order  of  Removal  was  issued  under  12  U.S.C. 

§  1818(e)(1)  barring  the  individual  from  further  participa¬ 
tion  in  the  affairs  of  federally  insured  financial  institutions 
without  the  consent  of  an  institution’s  primary  regulator. 

7.  Bank  with  assets  of  $25  to  $50  million 

The  bank's  president  was  responsible  for  more  than  12 
loans  that  were  in  excess  of  the  bank’s  lending  limit  and 
which  resulted  in  large  losses.  Several  loans  were 
nominee  loans  to  the  president’s  family  and  friends.  He 
also  violated  the  insider  abuse  restrictions  of  12  U.S.C. 
375a  and  375b.  At  the  time  of  the  action,  he  was  under 
indictment.  As  a  result  of  these  activities,  the  bank  failed. 

An  Order  of  Removal  was  issued  barring  the  individual’s 
participation  in  the  affairs  of  any  federally  insured  finan¬ 
cial  institution  without  the  consent  of  the  institution's 
primary  regulator.  A  large  civil  money  penalty  was  as¬ 
sessed  as  well. 

8.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  several  violations 
of  the  bank’s  lending  limit,  two  which  had  carried  over 
from  previous  examinations.  The  president  was  the  re¬ 
sponsible  officer  for  these  loans.  Losses  from  these  loans 
would  have  rendered  the  bank  insolvent  had  the  other 
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directors  not  purchased  over  $1  million  in  charged-off 
loans.  The  other  members  of  the  board  had  been  deliber¬ 
ately  misled  through  false  entries  on  the  bank’s  books. 
The  president  was  discharged  and  made  restitution  of 
over  $100,000. 

An  Order  of  Removal  was  issued  by  the  Comptroller 
barring  the  former  president’s  participation  in  the  affairs 
of  any  federally  insured  financial  institution  without  con¬ 
sent  of  its  primary  regulator.  A  civil  money  penalty  was 
assessed  as  well. 

9.  Bank  with  assets  of  $25  to  $50  million 

A  recent  examination  disclosed  numerous  repeat  viola¬ 
tions  of  12  U.S.C.  §84.  The  violations  resulted  in  losses 
of  about  $1  million,  and  were  primarily  caused  by  the 
bank’s  former  president  and  chairman  of  the  board  and 
former  vice  president  and  director. 

An  Order  of  Removal  barred  the  former  president  and 
chairman  from  serving  as  an  officer,  director  or  employee 
of  any  federally  insured  financial  institution  without  the 
consent  of  the  institution’s  primary  regulator.  The  former 
vice  president  and  director  was  removed  as  an  officer, 
director  or  employee  of  any  federally  insured  financial  in¬ 
stitution  for  a  period  of  10  years.  Both  individuals  were 
also  ordered  to  pay  a  civil  money  penalty,  which  is  sum¬ 
marized  elsewhere. 

10.  Bank  with  assets  of  $50  to  $100  million 

An  examination  revealed  that  the  chairman  of  the  board 
had  received  nominee  and  other  loans  from  the  bank  in 
excess  of  the  limits  of  12  U.S.C.  §375a,  that  he  had 
received  a  kickback  from  the  bank’s  credit  life  insurance 
company  and  that  he  had  engaged  in  a  series  of  com¬ 
plicated  check  kiting  schemes.  These  activities  were  al¬ 
leged  in  a  Notice  of  Intent  to  Remove  served  on  the  in¬ 
dividual.  The  violation  of  an  outstanding  Cease  and  Desist 
Order  was  also  alleged. 

An  Order  of  Removal  was  issued  by  the  Comptroller 
prohibiting  the  individual  from  participating  in  the  affairs 
of  any  federally  insured  bank  except  with  the  written  per¬ 
mission  of  the  appropriate  federal  banking  agency. 

11.  Bank  with  assets  of  $50  to  $100  million 

The  bank’s  former  director  violated  12  U.S.C.  §  84  by 
counterfeiting  title  documents  and  misrepresenting  the 
existence  of  livestock  which  purportedly  secured  his 
loans.  The  former  director  also  perpetrated  the  same 
scheme  at  another  national  bank,  which  resulted  in  lend¬ 
ing  limit  violations  at  that  bank  as  well. 


An  Order  of  Removal  was  issued  against  the  former 
director  after  a  default  by  that  individual. 

12.  Bank  with  assets  of  less  than  $25  million 

An  examination  of  the  bank  revealed  violations  of  12 
U.S.C.  §  §84  and  371c.  The  lending  limit  violations  result¬ 
ed  from  loans  made  to  purchasers  of  partnership  interests 
in  a  business  venture  involving  a  resort  project  in  the 
Virgin  Islands.  The  bank’s  former  president  and  two  form¬ 
er  directors  were  instrumental  in  causing  the  violations 
which  resulted  in  substantial  loss  to  the  bank.  In  addi¬ 
tion,  these  individuals  were  also  involved  in  the  purchase 
of  a  low  quality  asset  from  an  affiliate. 

An  Order  of  Removal  removing  these  individuals  from 
banking  was  issued  by  the  Comptroller’s  Office.  Under 
the  terms  of  the  Order  these  individuals  agreed  not  to 
serve  as  directors,  officers  or  employees  of  any  national 
bank  without  prior  written  consent  of  the  OCC.  They  were 
also  prohibited  from  becoming  similarly  involved  with  any 
federally  regulated  or  insured  financial  institution  without 
prior  written  consent  of  the  institution’s  primary  regulator. 

13.  Bank  with  assets  of  more  than  $1  billion 

A  Notice  of  Intent  to  Remove  alleged  that  the  Vice  Presi¬ 
dent  was  aware  of  and  involved  in  the  use  of  bank  funds 
and  bank  personnel  for  work  on  the  bank  president’s  and 
his  family’s  property. 

An  Order  of  Removal  was  issued  by  the  Comptroller 
prohibiting  this  individual  from  participating  in  the  affairs 
of  any  federally  insured  financial  institution  without  the 
consent  of  the  institution’s  primary  regulator.  A  civil  money 
penalty  was  also  assessed. 

14.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  that  a  partnership  formed  by 
the  chairman  of  the  board  and  a  director  (who  were  the 
principal  shareholders  of  the  bank)  had  entered  into  a 
number  of  sale/leaseback  transactions  with  the  bank 
which  gave  highly  preferential  treatment  to  the  insiders' 
partnership.  The  President  and  the  director  were  also  in¬ 
volved  in  the  approval  and  issuance  of  sizable  overdrafts 

An  Order  of  Removal  was  issued  against  the  president, 
the  chairman  of  the  board  and  the  director  who  benefit¬ 
ed  from  the  partnership.  The  Order  prohibited  these  three 
individuals  from  participating  in  the  affairs  of  any  feder¬ 
ally  insured  financial  institution  without  consent  of  the  in¬ 
stitution’s  primary  regulator. 
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15.  Bank  with  assets  of  less  than  $25  million 

An  examination  disclosed  violations  of  12  U.S.C.  §  161 
and  of  an  outstanding  cease  and  desist  order  issued 
against  the  bank.  The  bank  had  been  cited  for  violations 
of  the  order  at  two  previous  examinations. 

An  Order  of  Removal  was  issued  against  two  of  the 
bank’s  former  directors.  A  $10,000  civil  money  penalty 
was  assessed  against  the  bank’s  former  president,  and 
a  $2,000  penalty  was  assessed  against  one  of  the  bank’s 
former  directors,  all  of  which  are  summarized  elsewhere. 

16.  Bank  with  assets  of  less  than  $25  million 

An  examination  revealed  violations  of  12  U.S.C.  §§  85, 
375a  and  375b  and  12  C.F.R.  Part  215. 

Notices  of  Intention  to  Remove  were  issued  against  two 
officers,  also  members  of  the  board  of  directors,  who  were 
primarily  responsible  for  these  violations.  Final  Removal 
Orders  were  issued  pursuant  to  12  U.S.C.  §  1818(b), 
(e),  (j),  and  (k).  The  actions  of  these  officers  significantly 
contributed  to  the  failure  of  the  institution. 


17.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  a  significant  level  of  insider 
abuse  involving  the  chairman  of  the  board  and  principal 
shareholder’s  misapplication  of  bank  funds.  The  chair¬ 
man  of  the  board  and  principal  shareholder  had  expend¬ 
ed  over  $75,000  in  bank  funds  for  personal  items  and 
other  non  bank-related  expenses. 

An  Order  of  Removal  was  issued  against  the  chairman 
of  the  board  and  principal  shareholder. 

18.  Bank  with  assets  of  $25  to  $50  million 

An  examination  revealed  numerous  violations  of  12  U.S.C. 
§§  84,  371c,  375a  and  375b.  These  violations  involved 
loans  to  the  bank’s  president  and  principal  shareholder 
which  resulted  in  significant  losses  to  the  bank. 

A  Notice  of  Intention  to  Remove  was  served  upon  the 
president  of  the  bank  for  his  participation  in  and  personal 
benefit  from  illegal  lending  practices  and  other  violations 
of  law  and  unsafe  and  unsound  banking  practices.  An 
Order  to  Remove  the  president  was  issued  and  a  civil 
money  penalty,  summarized  elsewhere,  was  assessed. 
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Mergers — October  1  to  December  31,  1986 


Mergers  consummated  involving  two  or  more  operating  banks. 
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October  1,  1986: 

Bank  One,  Dover,  National  Association,  Dover,  Ohio 
The  United  Bank,  Uhrichsville,  Ohio 

Merger . 

October  1,  1986: 

The  First-Merchants  National  Bank  of  Michigan  City, 
Michigan  City,  Indiana 

Citizens  Bank  of  Michigan  City,  Indiana,  Michigan  City, 
Indiana 

Merger . 

October  1,  1986: 

The  First  National  Bank  and  Trust  Company,  Athens, 
Tennessee,  Athens,  Tennessee 
Riceville  Bank,  Riceville,  Tennessee 

Merger . 

October  1,  1986: 

Sun  Bank  of  St.  Lucie  County,  Fort  Pierce,  Florida 
Sun  Bank/Martin  County,  National  Association,  Stuart,  Florida 
Sun  Bank/Indian  River,  National  Association,  Vero 
Beach,  Florida 

Merger . 

October  2,  1986: 

Rancho  Vista  National  Bank,  Vista,  California 
Frontier  National  Bank,  Vista,  California 

Merger . 

October  10,  1986: 

BancOhio  National  Bank,  Columbus,  Ohio 
National  City  Bank,  Marion,  Marion,  Ohio 

Merger . 

October  23,  1986: 

The  Bank,  National  Association,  McAlester,  Oklahoma 
Stillwater  Community  Bank,  Stillwater,  Oklahoma 

Merger . 

October  23,  1986: 

Rainier  Bank  Alaska,  National  Association,  Anchorage,  Alaska 
Security  National  Bank,  Anchorage,  Alaska 

Merger . 

October  31,  1986 

Bank  of  New  England  National  Association,  Boston, 
Massachusetts 

Northeast  National  Bank,  Amesbury,  Massachusetts 

Merger . 

October  31,  1986: 

The  Citizens  and  Southern  National  Bank  of  S.C., 
Charleston,  South  Carolina 

Farmers  &  Merchants  Bank,  Walterboro,  South  Carolina 

Merger . 

October  31,  1986: 

The  First  National  Bank  &  Trust  Company  of  Marquette, 
Marquette,  Michigan 

The  Gwinn  State  Savings  Bank,  Gwinn,  Michigan 

Merger . 

October  31,  1986: 

Jefferson  National  Bank,  Charlottesville,  Virginia 
The  Peoples  Bank  of  Stafford,  Falmouth,  Virginia 

Merger .  . 

November  1,  1986: 

First  American  National  Bank  of  Knoxville,  Knoxville, 
Tennessee 

First  American  National  Bank,  Maryville,  Tennessee 
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Merger  . 

November  5,  1986 

The  First  National  Bank  of  Julesburg,  Julesburg,  Colorado 

Sedgwick  County  Bank,  Julesburg,  Colorado 

Merger 
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November  7,  1986: 

Whitney  National  Bank  of  New  Orleans,  New  Orleans, 

Louisiana 

Metropolitan  Bank  &  Trust  Company,  Baton  Rouge, 

Louisiana 

Merger .  129 

November  10,  1986: 

Centerre  Bank  of  Kansas  City,  National  Association, 

Kansas  City,  Missouri 

Centerre  Bank  of  Independence,  National  Association, 
Independence,  Missouri 

Centerre  Bank  Northland,  National  Association, 

North  Kansas  City,  Missouri 

Merger .  130 

November  11,  1986: 

Puget  Sound  National  Bank,  Tacoma,  Washington 

Bank  of  Redmond,  Redmond,  Washington 

The  Bank  of  Seattle,  Seattle,  Washington 

Merger . 130 

November  14,  1986: 

The  First  Jersey  National  Bank/Broad  Street,  Trenton, 

New  Jersey 

The  First  Jersey  National  Bank/Central,  Perth  Amboy, 

New  Jersey 


Merger .  131 

November  14,  1986: 

Union  National  Bank  of  Oklahoma,  Temple,  Oklahoma 
First  National  Bank  of  Temple,  Temple,  Oklahoma 

Merger .  131 

November  17,  1986: 

Texas  American  Bank/Longview,  Longview,  Texas 


Texas  American  Bank/Town  North,  National  Association, 
Longview,  Texas 

Merger .  131 

November  20,  1986 

First  Interstate  Bank  of  Oklahoma,  National  Association, 
Oklahoma  City,  Oklahoma 

Norman  Bank  of  Commerce,  Norman,  Oklahoma 

Merger .  131 

November  21,  1986: 

First  Buckeye  Bank,  National  Association,  Mansfield, 

Ohio 

Trustcorp  Company,  Columbus,  Ohio 

Merger .  132 

November  21,  1986: 

United  Jersey  Bank/Southwest,  Camden,  New  Jersey 

United  Jersey  Bank/Cumberland,  National  Association, 
Bridgeton,  New  Jersey 

Merger . 132 

November  24,  1986: 

Bank  of  Oklahoma,  Tulsa,  National  Association,  Tulsa, 

Oklahoma 

Bank  of  Oklahoma,  National  Association,  Oklahoma  City, 
Oklahoma 

Merger . 132 

November  28.  1986 

Indiana  First  National  Bank,  Charlestown,  Indiana 

Indiana  First  National  Bank,  Scottsburg,  Scottsburg, 

Indiana 

Merger  133 

November  29.  1986 

The  Central  Trust  Company  of  Northern  Ohio,  National 
Association,  Lorain,  Ohio 

The  Oberlm  Bank  Company,  Oberlm,  Ohio 

Merger  133 
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December  1,  1986 

The  Citizens  and  Southern  National  Bank  of  S.C., 

Charleston,  South  Carolina 
Andrews  Bank  &  Trust  Company,  Andrews, 

South  Carolina 

Merger . 133 

December  1,  1986 

Deposit  Guaranty  National  Bank,  Jackson,  Mississippi 


First  National  Bank  of  Desoto  County,  Hernando, 

Mississippi 

Merger . 134 

December  1,  1986 

Gainer  Bank,  National  Association,  Gary,  Indiana 
The  Commercial  Bank,  Crown  Point,  Indiana 

Merger . 134 

December  1,  1986 

The  Merchants  National  Bank  of  Aurora,  Aurora,  Illinois 

Bank  of  Boulder  Hill,  Boulder  Hill,  Illinois 

Merger  .  134 


December  1,  1986: 

The  Planters  National  Bank  and  Trust  Company, 

Rocky  Mount,  North  Carolina 
Bank  of  Pilot  Mountain,  Pilot  Mountain,  North  Carolina 


Merger .  134 

December  4,  1986: 

Amarillo  National  Bank,  Amarillo,  Texas 
Panhandle  Bank  &  Trust  Company,  Borger,  Texas 

Merger .  135 

December  4,  1986: 


First  Eastern  Bank,  National  Association,  Wilkes-Barre, 

Pennsylvania 

Miners  Savings  Bank,  Pittston,  Pennsylvania 
Merger  136 

December  5,  1986 

City  National  Bank  of  Weatherford,  Weatherford, 

Oklahoma 

Cordell  National  Bank,  Cordell,  Oklahoma 

Merger  136 

December  5.  1986 

Maine  National  Bank,  Portland,  Maine 

The  Dingo  Bank  and  Trust  Company,  Augusta,  Maine 


Aroostook  Trust  Company,  Caribou,  Maine 

Merger .  137 

December  15,  1986 

The  First  National  Bank  of  Atlanta,  Atlanta,  Georgia 
Forsyth  County  Bank,  Cummmg,  Georgia 

Merger .  138 


December  15,  1986: 

First  Union  National  Bank  of  Florida,  Jacksonville, 

Florida 

The  Island  Bank,  Holmes  Beach,  Florida 

Merger  . 138 

December  15,  1986 

Mercantile  First  County  Bank,  National  Association, 

Bloomfield,  Missouri 

Mercantile  Bank  of  Marble  Hill,  Marble  Hill,  Missouri 


Merger  138 

December  15,  1986 

The  Wayne  County  National  Bank  of  Wooster,  Wooster,  Ohio 
The  Citizens  Bank,  Fredericksburg,  Ohio 

Merger  138 

December  18  1986 

The  First  National  Bank  of  Perryton,  Perryton,  Texas 
First  Bank  &  Trust  Co  Booker,  Texas 

Merger  138 


December  19  1986 

'he  Farmers  and  Merchants  National  Bank  of 
Merkel,  Merkel,  Texas 
Farmers  State  Bank  Lueders,  Texas 

Merger  139 

December  19  1986 

►  rsf  interstate  Bank  of  Oregon  National  Association, 

Portland  Oregon 

'  rr  r^er  Commijmf  /  Bank  Roseburg  Oregon 

Merger  140 
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December  19,  1986 

First  National  Bank  of  Warsaw,  Warsaw,  Indiana 

Peoples  State  Bank,  Leesburg,  Indiana 

Merger .  141 

December  19,  1986 

The  Northern  National  Bank  of  Bemidji,  Bemidji, 

Minnesota 

Lakeland  State  Bank,  Pequot  Lakes,  Minnesota 

Merger . 142 

December  20,  1986: 

The  Miners  National  Bank  of  Pottsville,  Pottsville, 

Pennsylvania 

The  Miners  National  Bank  of  Shenandoah,  Shenandoah, 
Pennsylvania 

Merger . 143 

December  22,  1986: 

Florida  National  Bank,  Jacksonville,  Florida 

Southern  National  Bank  Broward  County,  Pompano  Beach, 
Florida 

Merger . 143 

December  22,  1986 

Keystone  National  Bank,  Punxsutawney,  Pennsylvania 

The  Citizens  National  Bank  of  Big  Run,  Big  Run, 

Pennsylvania 

Merger .  144 

December  24,  1986: 

The  Connecticut  Bank  and  Trust  Company,  National 
Association,  Hartford,  Connecticut 

Farmington  Valley  National  Bank,  Farmington, 

Connecticut 


Merger . 145 

December  26,  1986: 

Third  National  Bank  in  Nashville,  Nashville,  Tennessee 
Third  National  Bank  in  Memphis,  Memphis,  Tennessee 

Merger . 145 

December  29,  1986: 

Puget  Sound  National  Bank,  Tacoma,  Washington 
First  State  Bank,  Port  Orchard,  Washington 

Merger . 146 

December  29,  1986: 

The  Union  National  Bank  of  Macomb,  Macomb,  Illinois 
First  National  Bank  of  Macomb,  Macomb,  Illinois 

Merger .  146 

December  30,  1986: 

The  First  National  Bank  of  Columbus,  Columbus,  Indiana 
The  Nashville  State  Bank,  Nashville,  Indiana 

Merger . 147 

December  30,  1986 

Southeast  Bank,  National  Association,  Miami,  Florida 
First  Bank  of  Lakeland,  Lakeland,  Florida 

Merger . 147 

December  30,  1986: 

Southeast  Bank.  National  Association,  Miami,  Florida 
First  National  Bank  in  Palm  Beach,  Palm  Beach,  Florida 
Merger .  147 


December  31,  1986 

Capital  Bank  and  Trust,  Belton,  South  Carolina 
Southern  National  Bank  of  South  Carolina,  Loris, 

South  Carolina 

Merger .  147 

December  31,  1986 

Centerre  Bank,  National  Association,  St.  Louis, 

Missouri 

Centerre  Bank  of  St  Peters,  National  Association, 

St  Peters,  Missouri 

Merger  147 

December  31,  1986 

The  Dale  National  Bank,  Johnstown,  Pennsylvania 
Citizens  National  Bank  in  Windber.  Wmdber, 

Pennsylvania 

Merger  148 

December  31,  1986 

Deposit  Guaranty  National  Bank,  Jackson, 

Mississippi 

First  Citizens  National  Bank.  Tupelo,  Mississippi 

Merger  148 
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December  31,  1986 

First  Midwest  Bank/Joliet,  National  Association,  Joliet, 

Illinois 

First  Midwest  Bank/Braidwood,  Braidwood,  Illinois 

Merger .  149 

December  31,  1986: 

First  National  Bank  Bienville  Parish,  Arcadia,  Louisiana 
Citizens  Bank  &  Trust  Company,  Arcadia,  Louisiana 

Merger .  149 

December  31,  1986: 

The  First  National  Bank  of  Louisville,  Louisville,  Georgia 
Bank  of  Midville,  Midville,  Georgia 

Merger .  150 

December  31,  1986: 

The  First  National  Bank  of  Mayfield,  Mayfield,  Kentucky 
Bank  of  Farmington,  Farmington,  Kentucky 

Merger . 150 

December  31,  1986: 

The  First  National  Bank  of  Portage,  Portage,  Wisconsin 
Arlington  State  Bank,  Arlington,  Wisconsin 

Merger .  151 

December  31,  1986: 

The  First  National  Bank  of  Richmond,  Richmond, 

Indiana 

Security  National  Bank,  New  Castle,  Indiana 

Merger .  151 

December  31,  1986: 

The  First  National  Bank  of  Wynnewood,  Wynnewood, 

Oklahoma 

Heritage  National  Bank,  Davis,  Oklahoma 

Merger .  152 

December  31,  1986 

First  Palmetto  State  Bank  and  Trust  Company,  Columbia, 

South  Carolina 

Southern  National  Bank  of  South  Carolina,  Loris, 

South  Carolina 

Merger .  152 

December  31,  1986: 

Pennsylvania  National  Bank  and  Trust  Company,  Pottsville, 
Pennsylvania 

The  Union  National  Bank  of  Shenandoah,  Shenandoah, 
Pennsylvania 

Merger .  152 


December  31,  1986: 

Peoples  Bank,  FSB,  Johnston,  Rhode  Island 
Rhode  Island  National  Bank,  Providence,  Rhode  Island 
Merger . 153 

December  31,  1986: 

People’s  Trust  Company,  Providence,  Rhode  Island 
Rhode  Island  National  Bank,  Providence,  Rhode  Island 
Merger . 154 

December  31,  1986: 

Phoenix  National  Bank,  Phoenix,  Arizona 

The  Northern  Trust  Company  of  Arizona,  Phoenix,  Arizona 

Merger .  154 

December  31,  1986 

Pittsburgh  National  Bank,  Pittsburgh,  Pennsylvania 

The  Bridgeville  Trust  Company,  Bridgesville,  Pennsylvania 

Merger .  155 

December  31,  1986: 

SouthTrust  Bank  of  Etowah  County,  National  Association, 
Gadsden,  Alabama 

Alabama  City  Bank  of  Gadsden,  Alabama,  Gadsden, 

Alabama 

Merger .  155 

December  31,  1986: 

Trust  Company  Bank  of  Southeast  Georgia,  National 
Association,  Brunswick,  Georgia 
Baxley  State  Bank,  Baxley,  Georgia 

Merger .  156 

December  31,  1986 

United  National  Bank,  Parkersburg,  West  Virginia 
Kanawha  Banking  &  Trust  Company.  National  Association, 


Charleston,  West  Virginia 

Merger .  156 

December  31,  1986: 

Wheeling  National  Bank,  Wheeling,  West  Virginia 

Citizens  Bank  of  Weirton,  Weirton,  West  Virginia 

Merger .  156 

December  31,  1986: 

Zions  First  National  Bank,  Salt  Lake  City,  Utah 
The  Lockhart  Co.,  Salt  Lake  City,  Utah 

Merger . 157 
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BANK  ONE,  DOVER,  NATIONAL  ASSOCIATION, 
Dover,  Ohio,  and  The  United  Bank,  Uhrichsville,  Ohio 


Names  of  banks  and  type  of  transaction  Total  assets 


Bank  One,  Dover,  National  Association,  Dover,  Ohio  (4293),  with .  $177,116,000 

and  The  United  Bank,  Uhrichsville,  Ohio,  with .  51,807,000 

merged  October  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  228,923,000 


COMPTROLLER’S  DECISION 

On  March  18,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  for  prior  authorization  to 
merge  The  United  Bank,  Uhrichsville,  Ohio  (United),  into 
Bank  One,  Dover,  National  Association,  Dover,  Ohio  (Bank 
One).  The  application  is  based  on  an  agreement  final¬ 
ized  between  United  and  Bank  One  on  November  22, 
1985. 

Bank  One,  a  wholly  owned  subsidiary  of  BancOne  Cor¬ 
poration,  had  total  assets  of  $177  million  and  total  deposits 
of  $148  million  as  of  December  31,  1985,  and  operated 
5  offices  in  Tuscarawas  County. 

United  had  total  assets  of  $52  million  and  total  deposits 
of  $47  million  as  of  December  31,  1985,  and  operated 
3  offices  in  Tuscarawas  County. 

Bank  One  and  United  both  operate  all  their  offices  in  Tus¬ 
carawas  County;  however,  they  operate  in  separate  mar¬ 
kets  within  the  county.  The  relevant  market  for  competi¬ 
tive  analysis  is  the  southeastern  portion  of  Tuscarawas 
County  and  the  northwestern  portion  of  Harrison  County, 
where  United  derives  84  percent  of  its  deposits  and  77 
percent  of  its  loans.  United  derives  76  percent  of  its 
deposits  and  67  percent  of  its  loans  from  the  immediate 
area  surrounding  its  three  offices  in  Tuscarawas  and 
Uhrichsville,  and  has  a  very  minimal  competitive  influence 
on  any  of  the  remaining  areas  of  Tuscarawas  County  mar¬ 
ket.  Bank  One  operates  in  the  central,  southwestern  and 
northern  portions  of  Tuscarawas  County  and  derives  89 
percent  of  its  deposits  and  76  percent  of  its  loans  from 
these  areas.  The  two  banks’  service  areas  only  overlap 
to  a  minimal  degree.  Most  importantly,  we  believe  the  mar¬ 
ket  to  be  competitive  and  expect  it  to  remain  so  follow¬ 


ing  the  merger.  Consequently,  consummation  of  this 
proposal  will  not  have  a  significantly  adverse  effect  on 
competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  “.  .  . 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  combined  entity  are  considered  good 
and  the  resulting  bank  is  expected  to  meet  the  con¬ 
venience  and  needs  of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

August  25,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposal  transaction  and  conclude 
that  it  would  not  have  a  significantly  adverse  effect  on 
competition. 
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THE  FIRST-MERCHANTS  NATIONAL  BANK  OF  MICHIGAN  CITY, 

Michigan  City,  Indiana,  and  Citizens  Bank  of  Michigan  City,  Indiana,  Michigan  City,  Indiana 


Names  of  banks  and  type  of  transaction  Total  assets 

The  First-Merchants  National  Bank  of  Michigan  City,  Michigan  City,  Indiana  (2747),  with .  $189,998,000 

and  Citizens  Bank  of  Michigan  City,  Indiana,  Michigan  City,  Indiana,  with .  152  870  000 


merged  October  1 ,  1 986,  under  charter  of  the  former  and  title  of  “First  Citizens  Bank,  National  Association.”  The  merged 
bank  at  date  of  merger  had . 


COMPTROLLER’S  DECISION 


On  April  14,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §  1828(c),  for  prior  authorization  to 
merge  Citizens  Bank  of  Michigan  City,  Michigan  City,  In¬ 
diana  (Citizens  Bank),  into  The  First-Merchants  National 
Bank  of  Michigan  City,  Michigan  City,  Indiana  (First  Bank). 
The  application  is  based  on  an  agreement  finalized  be¬ 
tween  First  Bank  and  Citizens  Bank  on  March  18,  1986. 

First  Bank,  a  wholly  owned  subsidiary  of  Horizon  Ban¬ 
corp,  had  total  assets  of  $190  million  and  total  deposits 
of  $170  million  as  of  December  31,  1985,  and  operated 
eight  offices  and  one  CBCT  in  La  Porte  County. 

Citizens  Bank,  a  wholly  owned  subsidiary  of  Citizens 
Michiana  Financial  Corporation,  had  total  assets  of  $153 
million  and  total  deposits  of  $140  million  as  of  December 
31,  1985,  and  operated  nine  offices  and  six  CBCT’s  in 
La  Porte  County. 

The  relevant  geographic  market  for  this  proposal  consists 
of  La  Porte  County,  Indiana,  and  the  eastern  half  of  Port¬ 
er  County,  Indiana,  including  the  cities  of  Chesterton, 
Kouts,  Porter,  The  Pines  and  Valparaiso.  It  is  from  this  area 
that  Citizens  Bank  derives  over  90  percent  of  its  deposits. 
There  are  nine  commercial  banking  organizations  and 
eight  savings  associations  operating  in  the  relevant  mar¬ 
ket  area  with  approximately  $1.5  billion  in  deposits.  First 
Bank  ranks  third  of  17  depository  institutions  with  11.2  per¬ 
cent  of  the  deposits.  Citizens  Bank  ranks  fifth  with  9.4  per¬ 
cent  of  the  deposits.  The  resulting  bank  will  rank  first  with 
20.6  percent  of  the  market’s  deposits. 

Thrifts  in  the  market  have  established  themselves  as  full 
competitors  with  commercial  banks.  They  are  offering  a 
full  range  of  deposit  services  including  NOW,  Super  NOW 
and  Money  Market  Certificates  of  Deposit.  Additionally, 
these  institutions  offer  residents  and  businesses  in  the 
market  a  variety  of  loan  products.  Citizens  Bank,  with  a 
commercial  loan  portfolio  of  only  $30  million,  functions 
m  a  similar  manner  to  a  thrift  For  these  reasons,  the  thrifts 
m  the  market  are  considered  to  be  full  competitors  by 
this  Office 

A  though  some  direct  competition  will  be  eliminated  by 


consummation  of  this  proposal,  there  are  several  factors 
that  mitigate  any  possible  adverse  competitive  effects.  We 
believe  the  market  to  be  competitive  and  expect  it  to  re¬ 
main  so  following  the  merger.  All  sections  of  the  market 
are  easily  accessed.  Small  businesses  may  easily  traverse 
the  area  to  meet  their  lending  needs  and  an  extremely 
aggressive  commercial  lender  is  located  on  each  side 
of  the  market.  Immediately  east  is  First  Source  Bank  with 
total  assets  of  $809  million  and  50  percent  of  its  loan  port¬ 
folio  in  commercial  loans,  and  immediately  west  is  Mer¬ 
cantile  National  Bank  of  Indiana  with  total  assets  of  $343 
million  and  50  percent  of  its  portfolio  in  commercial  loans. 

In  addition,  entry  into  the  market  can  be  made  through 
a  variety  of  means,  including  branching  by  contiguous 
county  banks;  acquisition  of  banks  by  Indiana  bank  hold¬ 
ing  companies;  and  acquisition  of  banks  by  Ohio,  Ken¬ 
tucky,  Illinois  and  Michigan  bank  holding  companies.  The 
market  is  strategically  located  as  an  entry  point  for  Michi¬ 
gan  and  Illinois  bank  holding  companies  interested  in  ex¬ 
pansion  into  Indiana.  Also,  there  are  19  Indiana  financial 
institutions  that  are  able  to  branch  into  La  Porte  County. 

Upon  consummation  of  this  proposal,  a  substantial  num¬ 
ber  of  other  financial  institutions  will  continue  to  compete 
in  the  market.  In  addition  to  the  competitors  remaining 
in  the  market,  the  potential  for  entry  by  so  many  other 
large  competitors  gives  further  assurance  that  this 
proposal  will  not  significantly  lessen  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  ”... 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.'’  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  combined  entity  are  considered  good, 
and  the  resulting  bank  is  expected  to  meet  the  con¬ 
venience  and  needs  of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their 
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communities,  including  low  and  moderate  income  neigh¬ 
borhoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposed  pursuant  to  the  Bank 
Merger  Act  12  U.S.C.  §  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposed  are 
satisfactory.  Accordingly,  the  application  is  approved. 


August  28,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  NATIONAL  BANK  AND  TRUST  COMPANY  ATHENS,  TENNESSEE, 
Athens,  Tennessee,  and  Riceville  Bank,  Riceville,  Tennessee 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  and  Trust  Company  Athens,  Tennessee,  Athens,  Tennessee  (3341),  with .  $71,850,000 

and  Riceville  Bank,  Riceville,  Tennessee,  with  .  13,944,000 

merged  October  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  85,794,000 


SUN  BANK  OF  ST.  LUCIE  COUNTY, 

Fort  Pierce,  Florida,  and  Sun  Bank/Martin  County,  National  Association,  Stuart,  Florida,  and  Sun  Bank/Indian 
River,  National  Association,  Vero  Beach,  Florida 


Names  of  banks  and  type  of  transaction  Total  assets 


Sun  Bank  of  St.  Lucie  County,  Fort  Pierce,  Florida,  with .  $208,554,000 

and  Sun  Bank/Martin  County,  National  Association,  Stuart,  Florida  (20615),  with  .  25,057,000 

and  Sun  Bank/Indian  River,  National  Association,  Vero  Beach,  Florida  (17528),  with  .  57,915,000 

merged  October  1 ,  1986,  under  charter  of  the  latter  and  title  of  “Sun  Bank/Treasure  Coast,  National  Association”  in  Fort 

Pierce.  The  merged  bank  at  date  of  merger  had .  291,526,000 


RANCHO  VISTA  NATIONAL  BANK, 

Vista,  California,  and  Frontier  National  Bank,  Vista,  California 


Names  of  banks  and  type  of  transaction 


Total  assets 


Rancho  Vista  National  Bank,  Vista,  California  (17419),  with .  $29,044,000 

and  Frontier  National  Bank,  Vista,  California  (17583),  with .  9,193,000 

merged  October  2,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  N.A. 


COMPTROLLER’S  DECISION 

On  October  2,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
Rancho  Vista  National  Bank,  Vista,  California  (Assuming 
Bank),  to  purchase  certain  assets  and  assume  certain  lia¬ 
bilities  of  Frontier  National  Bank,  Vista,  California  (FNB). 
The  application  rests  upon  an  agreement,  incorporated 
herein  by  reference  the  same  as  if  fully  set  forth,  negotiat¬ 
ed  between  the  Assuming  Bank  and  the  Federal  Deposit 
Insurance  Corporation  (FDIC)  as  receiver  of  FNB  For  rea¬ 
sons  set  forth  below,  the  application  is  hereby  approved 
and  the  Assuming  Bank  is  authorized  to  consummate  the 


purchase  and  assumption  transaction  immediately. 

On  October  2,  1986,  due  to  the  financial  condition  of  FNB, 
the  California  Superintendent  of  Banks  closed  FNB  and 
appointed  the  FDIC  as  receiver  on  the  same  date.  The 
Comptroller  has  now  been  asked  to  grant  his  written  ap¬ 
proval  of  the  proposed  agreement  negotiated  between 
the  FDIC  and  Assuming  Bank  by  which  the  latter  would 
purchase  certain  assets  and  assume  certain  liabilities,  in¬ 
cluding  all  deposit  liabilities  of  FNB. 
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Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Addi¬ 
tionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of  the 
existing  and  proposed  institutions,  and  the  convenience 
and  needs  of  the  community  to  be  served.  When  neces¬ 
sary,  however,  to  prevent  the  evils  attendant  upon  the 
failure  of  a  bank,  the  Comptroller  can  dispense  with  the 
standards  applicable  to  usual  acquisition  transactions  and 
need  not  consider  reports  on  the  competitive  effects  from 
the  consequences  of  the  transaction  ordinarily  solicited 
from  the  Department  of  Justice  and  other  banking  agen¬ 
cies.  He  is  authorized  in  such  circumstances  to  act  im¬ 
mediately  in  his  sole  discretion  to  approve  such  a  trans¬ 
action  and  to  authorize  its  immediate  consummation. 
The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 


acquisition  will  enable  it  to  enhance  the  banking  serv¬ 
ices  offered  in  the  Vista  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FNB,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  FNB  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

October  2,  1986 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 


BANCOHIO  NATIONAL  BANK, 

Columbus,  Ohio,  and  National  City  Bank,  Marion,  Marion,  Ohio 


Names  of  banks  and  type  of  transaction 


Total  assets 


BancOhio  National  Bank,  Columbus,  Ohio  (5065),  with .  $4,303,901,000 

and  National  City  Bank,  Marion,  Marion,  Ohio  (11831),  with  .  214,263,000 

merged  October  10,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  4,518,164,000 


THE  BANK,  NATIONAL  ASSOCIATION, 

McAlester,  Oklahoma,  and  Stillwater  Community  Bank,  Stillwater,  Oklahoma 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Bank,  National  Association,  McAlester,  Oklahoma  (13770),  with  .  $107,880,000 

and  Stillwater  Community  Bank,  Stillwater,  Oklahoma,  with .  22,610,000 

merged  October  23,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  N.A 


COMPTROLLER’S  DECISION 

On  October  23,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
The  Bank,  National  Association,  McAlester,  Oklahoma 
(Assuming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  the  Stillwater  Community  Bank,  Still¬ 
water,  Oklahoma  (Community).  The  application  rests 
upon  an  agreement,  incorporated  herein  by  reference  the 


same  as  if  fully  set  forth,  negotiated  between  Assuming 
Bank  and  the  Federal  Deposit  Insurance  Corporation 
(FDIC)  as  receiver  of  Community.  For  reasons  set  forth 
below,  the  application  is  hereby  approved  and  Assum¬ 
ing  Bank  is  authorized  to  consummate  the  purchase  and 
assumption  transaction  immediately. 
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At  the  close  of  business  on  October  23,  1986,  Commu¬ 
nity  was  declared  insolvent  by  the  Oklahoma  Commis¬ 
sioner  of  Banking,  and  was  placed  in  the  hands  of  the 
FDIC  as  receiver.  The  Comptroller  has  now  been  asked 
to  grant  his  written  approval  of  the  proposed  agreement 
negotiated  between  the  FDIC  and  Assuming  Bank  by 
which  the  latter  would  purchase  certain  assets  and  as¬ 
sume  certain  liabilities  of  Community. 


Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 


consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Stillwater  commu¬ 
nity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Stillwater  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  As¬ 
suming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Community,  as  set  forth 
in  the  agreement,  is  approved.  The  Comptroller  further 
finds  that  the  failure  of  Community  requires  him  to  act 
immediately,  as  contemplated  by  the  Bank  Merger  Act, 
to  prevent  disruption  of  banking  services  to  the  commu¬ 
nity;  and  the  Comptroller  thus  waives  publication  of  no¬ 
tice,  dispenses  with  solicitation  of  competitive  reports  from 
other  agencies,  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately. 

October  23,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


★  ★  ★ 


RAINIER  BANK  ALASKA,  NATIONAL  ASSOCIATION, 

Anchorage,  Alaska,  and  Security  National  Bank,  Anchorage,  Alaska 

Names  of  banks  and  type  of  transaction  Total  assets 

Rainier  Bank  Alaska,  National  Association,  Anchorage,  Alaska  (18023),  with  $127,598,000 

and  Security  National  Bank,  Anchorage,  Alaska  (16514),  with  .  41,829,000 

merged  October  23,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  N.A. 


COMPTROLLER’S  DECISION 

On  October  23,  1986,  application  was  made  to  the  Comp¬ 
troller  of  the  Currency  to  grant  prior  written  approval  for 
Rainier  Bank  Alaska,  National  Association,  Anchorage, 
Alaska  (Assuming  Bank),  to  purchase  certain  assets  and 
assume  certain  liabilities  of  the  Security  National  Bank, 
Anchorage,  Alaska  (Security).  The  application  rests  upon 
an  agreement,  incorporated  herein  by  reference  the  same 
as  if  fully  set  forth,  negotiated  between  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  Security.  For  reasons  set  forth  below,  the 
application  is  hereby  approved  and  Assuming  Bank  is 


authorized  to  consummate  the  purchase  and  assump¬ 
tion  transaction  immediately. 

At  the  close  of  business  on  October  23,  1986,  Security 
was  declared  insolvent  by  the  Comptroller  of  the  Curren¬ 
cy,  and  was  placed  in  the  hands  of  the  FDIC  as  receiver. 
The  Comptroller  has  now  been  asked  to  grant  his  writ¬ 
ten  approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the  latter 
would  purchase  certain  assets  and  assume  certain  lia¬ 
bilities  of  Security. 
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Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Anchorage  com¬ 


munity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Anchorage  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  As¬ 
suming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Security,  as  set  forth  in 
the  agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  Security  requires  him  to  act  immediate¬ 
ly,  as  contemplated  by  the  Bank  Merger  Act,  to  prevent 
disruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

October  23,  1986 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 


*  ★  * 


BANK  OF  NEW  ENGLAND  NATIONAL  ASSOCIATION, 

Boston,  Massachusetts,  and  Northeast  National  Bank,  Amesbury,  Massachusetts 

Names  of  banks  and  type  of  transaction  Total  assets 

Bank  of  New  England  National  Association,  Boston,  Massachusetts  (475),  with .  $6,525,644,000 

and  Northeast  National  Bank,  Amesbury,  Massachusetts  (1049),  with .  72,775,000 

merged  October  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  6,916,832,000 


THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK  OF  S.C., 

Charleston,  South  Carolina,  and  Farmers  &  Merchants  Bank,  Walterboro,  South  Carolina 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Citizens  and  Southern  National  Bank  of  S.C.,  Charleston,  South  Carolina  (14425),  with .  $2,700,000,000 

and  Farmers  &  Merchants  Bank,  Walterboro,  South  Carolina,  with .  74,200,000 

merged  October  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  2,800,000,000 


COMPTROLLER’S  DECISION 

On  July  7,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization  to 
merge  Farmers  and  Merchants  Bank.  Walterboro,  South 
Carolina  (F&M)  with  and  into  The  Citizens  and  Southern 
National  Bank  of  SC  .  Charleston,  South  Carolina  (C&S). 
This  application  was  made  pursuant  to  a  Plan  of  Merger 
finalized  between  the  proponents  on  May  20,  1986. 


As  of  March  31,  1986,  F&M,  an  independent  bank,  had 
total  deposits  of  $68  million  and  operated  four  offices.  On 
the  same  date,  C&S  held  total  deposits  of  $2.2  billion  and 
operated  122  offices  throughout  South  Carolina.  C&S  is 
a  wholly  owned  subsidiary  of  The  Citizens  and  Southern 
Corporation. 
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The  relevant  geographic  market  for  this  proposal  is  Col¬ 
leton  County  and  the  northern  portion  of  Dorchester 
County  where  all  four  offices  of  F&M  are  located  and 
where  F&M  derives  the  bulk  of  its  deposits.  Within  this 
market,  F&M  ranks  first  among  five  commercial  banks 
with  46  percent  of  commercial  bank  deposits.  Competi¬ 
tors  within  the  market  include  offices  of  both  the  largest 
commercial  bank  and  the  largest  thrift  institution  in  South 
Carolina.  C&S  does  not  currently  compete  in  the  relevant 
geographic  market.  This  is  a  market  extension  proposal 
and  would  not  result  in  any  significantly  adverse  effects 
on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  .  . 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  C&S  and  F&M  do  not  raise  concerns  that 
would  cause  the  application  to  be  disapproved.  The  fu¬ 
ture  prospects  of  the  proponents,  individually  and  com¬ 
bined,  are  considered  favorable,  and  the  resulting  bank 
is  expected  to  meet  the  convenience  and  needs  of  the 


communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  reviewed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §  1828(c),  and  find  that  it  does  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

September  25,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  NATIONAL  BANK  &  TRUST  COMPANY  OF  MARQUETTE, 
Marquette,  Michigan,  and  The  Gwinn  State  Savings  Bank,  Gwinn,  Michigan 


Names  of  banks  and  type  of  transaction 

Total  assets 

The  First  National  Bank  &  Trust  Company  of  Marquette,  Marquette,  Michigan  (390),  with 
and  The  Gwinn  State  Savings  Bank,  Gwinn,  Michigan,  with 

merged  October  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$160,128,000 

19,550,000 

179,164,000 

*  *  * 

JEFFERSON  NATIONAL  BANK, 

Charlottesville,  Virginia,  and  The  Peoples  Bank  of  Stafford,  Falmouth,  Virginia 

Names  of  banks  and  type  of  transaction 

Total  assets 

Jefferson  National  Bank,  Charlottesville,  Virginia  (6031),  with 

$1,095,670,000 

43,846,000 

dnu  in©  r  cUpico  Ddlirv  Ul  OlallUl  U,  r  ainivjuui,  vuyuiia,  . . 

merged  October  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

1,139,516,000 

★  *  ★ 


FIRST  AMERICAN  NATIONAL  BANK  OF  KNOXVILLE, 

Knoxville,  Tennessee,  and  First  American  National  Bank,  Maryville,  Tennessee 


Names  of  banks  and  type  of  transaction  Total  assets 

First  American  National  Bank  of  Knoxville,  Knoxville,  Tennessee  (17839),  with  $  915.784.000 

and  First  American  National  Bank,  Maryville,  Maryville,  Tennessee  (14279),  with  172,717,000 

merged  November  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  1,088,501.000 


★  * 


★ 
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THE  FIRST  NATIONAL  BANK  OF  JULESBURG, 

Julesburg,  Colorado,  and  Sedgwick  County  Bank,  Julesburg,  Colorado 


Names  of  banks  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Julesburg,  Julesburg,  Colorado  (8205),  with .  $22,877,000 

and  Sedgwick  County  Bank,  Julesburg,  Colorado,  with  .  3!82s!ooo 

merged  November  5,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  ’  N.A. 


COMPTROLLER’S  DECISION 

On  November  5,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  First  National  Bank  of  Julesburg,  Juiesburg,  Colora¬ 
do  (Assuming  Bank),  to  acquire  certain  assets  and  as¬ 
sume  certain  liabilities  of  Sedgwick  County  Bank,  Jules¬ 
burg,  Colorado  (Sedgwick).  The  application  rests  upon 
an  agreement,  incorporated  herein  by  reference  the  same 
as  if  fully  set  forth,  negotiated  between  the  Assuming 
Bank  and  the  Federal  Deposit  Insurance  Corporation 
(FDIC)  as  receiver  of  Sedgwick.  For  reasons  set  forth  be¬ 
low,  the  application  is  hereby  approved  and  the  Assum¬ 
ing  Bank  is  authorized  to  consummate  the  acquisition  and 
assumption  transaction  immediately. 

The  bank  was  declared  insolvent  by  the  Colorado  State 
Banking  Commissioner  on  November  5,  1986  and  was 
placed  in  the  hands  of  the  FDIC  as  receiver.  The  Comp¬ 
troller  has  now  been  asked  to  grant  his  written  approval 
of  the  proposed  agreement  negotiated  between  the  FDIC 
and  Assuming  Bank  by  which  the  latter  would  acquire 
certain  assets  and  assume  certain  liabilities  of  Sedgwick, 
as  part  of  an  insured  deposit  transfer. 

Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 


with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Julesburg  com¬ 
munity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Julesburg  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  acquire  certain  assets  of  Sedgwick,  as  set  forth  in 
the  agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  Sedgwick  requires  him  to  act  immedi¬ 
ately,  as  contemplated  by  the  Bank  Merger  Act,  to  pre¬ 
vent  disruption  of  banking  services  to  the  community;  and 
the  Comptroller  thus  waives  publication  of  notice,  dis¬ 
penses  with  solicitation  of  competitive  reports  from  other 
agencies,  and  authorizes  the  transaction  to  be  consum¬ 
mated  immediately. 

November  5,  1986 

Due  to  the  emergency  nature  of  the  situation,  a  report 
was  not  requested  from  the  Attorney  General. 
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WHITNEY  NATIONAL  BANK  OF  NEW  ORLEANS, 

New  Orleans,  Louisiana,  and  Metropolitan  Bank  &  Trust  Company,  Baton  Rouge,  Louisiana 


Names  of  banks  and  type  of  transaction 


Total  assets 


Whitney  National  Bank  of  New  Orleans,  New  Orleans,  Louisiana  (14977),  with .  $2,307,052,000 

and  Metropolitan  Bank  &  Trust  Company,  Baton  Rouge,  Louisiana,  with .  70,053,000 

merged  November  7,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  N.A. 


COMPTROLLER’S  DECISION 

On  November  7,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  Whitney  National  Bank  of  New  Orleans,  New  Orleans, 
Louisiana  (Assuming  Bank),  to  acquire  certain  assets  and 
assume  certain  liabilities  of  Metropolitan  Bank  and  Trust 
Company,  Baton  Rouge,  Louisiana  (Metropolitan).  The 
application  rests  upon  an  agreement,  incorporated  herein 
by  reference  the  same  as  if  fully  set  forth,  negotiated  be¬ 
tween  the  Assuming  Bank  and  the  Federal  Deposit  In¬ 
surance  Corporation  (FDIC)  as  receiver  of  Metropolitan. 
For  reasons  set  forth  below,  the  application  is  hereby  ap¬ 
proved  and  the  Assuming  Bank  is  authorized  to  consum¬ 
mate  the  purchase  and  assumption  transaction  immedi¬ 
ately. 

At  the  close  of  business  on  November  4,  1986,  Metropoli¬ 
tan  had  total  deposits  of  approximately  $67  million.  The 
bank  was  declared  insolvent  by  the  Louisiana  State  Bank¬ 
ing  Commissioner  on  November  7,  1986  and  was  placed 
in  the  hands  of  the  FDIC  as  receiver.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the  pro¬ 
posed  agreement  negotiated  between  the  FDIC  and  As¬ 
suming  Bank  by  which  the  latter  would  purchase  certain 
assets  and  assume  certain  liabilities  of  Metropolitan. 

Under  the  Bank  Merger  Act,  12  U.S.C.  11828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anti¬ 
competitive  effects  unless  he  finds  these  anticompetitive 
effects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the 
convenience  and  needs  of  the  community  to  be  served. 
Additionally,  the  Comptroller  is  directed  to  consider  the 
financial  and  managerial  resources  and  future  prospects 
of  the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 


upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Baton  Rouge  com¬ 
munity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Baton  Rouge  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Metropolitan,  as  set  forth 
in  the  agreement,  is  approved.  The  Comptroller  further 
finds  that  the  failure  of  Metropolitan  requires  him  to  act 
immediately,  as  contemplated  by  the  Bank  Merger  Act, 
to  prevent  disruption  of  banking  services  to  the  commu¬ 
nity;  and  the  Comptroller  thus  waives  publication  of  no¬ 
tice,  dispenses  with  solicitation  of  competitive  reports  from 
other  agencies,  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately. 

November  7,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 
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CENTERRE  BANK  OF  KANSAS  CITY,  NATIONAL  ASSOCIATION, 

Kansas  City,  Missouri,  and  Centerre  Bank  of  Independence,  National  Association,  Independence,  Missouri, 
and  Centerre  Bank  Northland,  National  Association,  North  Kansas  City,  Missouri 


Names  of  banks  and  type  of  transaction 

Total  assets 

Centerre  Bank  of  Kansas  City,  National  Association,  Kansas  City,  Missouri  (11472),  with 

and  Centerre  Bank  of  Independence,  National  Association,  Independence,  Missouri  (4157)  with 

and  Centerre  Bank  Northland,  National  Association,  North  Kansas  City,  Missouri  (13690)  with 

merged  November  10,  1986,  under  charter  and  title  of  Centerre  Bank  of  Kansas  City,  National  Association. 

The  merged  bank  at  date  of  merger  had 

$429,938,000 

125,346,000 

146,927,000 

702,209,000 

COMPTROLLER’S  DECISION 

On  July  21,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §  1828(c),  for  prior  authorization  to 
merge  Centerre  Bank  Northland,  National  Association, 
North  Kansas  City,  Missouri  (Northland),  and  Centerre 
Bank  of  Independence,  National  Association,  Independ¬ 
ence,  Missouri  (Independence),  into  Centerre  Bank  of 
Kansas  City,  National  Association,  Kansas  City,  Missouri 
(Kansas  City).  The  application  is  based  on  an  agreement 
finalized  between  Northland,  Independence  and  Kansas 
City  on  July  16,  1986. 

Northland,  a  subsidiary  of  Centerre  Bancorporation,  had 
total  assets  of  $147  million  and  total  deposits  of  $132  mil¬ 
lion  as  of  March  31,  1986,  and  operated  its  main  office 
and  four  branches  in  Clay  County. 

Independence,  a  wholly  owned  subsidiary  of  Centerre 
Bancorporation,  had  total  assets  of  $125  million  and  to¬ 
tal  deposits  of  $97  million  as  of  March  31,  1986,  and  oper¬ 
ated  its  main  office  and  three  branches  in  Independence. 

Kansas  City,  a  wholly  owned  subsidiary  of  Centerre  Ban- 
corporation,  had  total  assets  of  $430  million  and  total 
deposits  of  $326  million  as  of  March  31,  1986,  and  oper¬ 
ated  its  main  office  and  one  branch  in  Kansas  City. 

The  Office  has  reviewed  the  competitive  effects  of  this 
proposal  by  using  the  Office’s  standard  procedures  for 
determining  whether  a  merger  clearly  has  minimal  or  no 
adverse  competitive  effects.  The  Office  finds  that  the 
proposal  satisfies  the  criteria  for  a  transaction  that  clear¬ 
ly  has  no  or  minimal  adverse  competitive  effects. 


The  Bank  Merger  Act  requires  this  Office  to  consider  . 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  the  banks  involved  do  not  raise  concerns 
that  would  cause  the  application  to  be  disapproved.  The 
future  prospects  of  the  combined  entity  are  considered 
good  and  the  resulting  bank  is  expected  to  meet  the  con¬ 
venience  and  needs  of  the  communities  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

October  9,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


PUGET  SOUND  NATIONAL  BANK, 

Tacoma,  Washington,  and  Bank  of  Redmond,  Redmond,  Washington,  and  The  Bank  of  Seattle,  Seattle, 

Washington 


Names  of  banks  and  type  of  transaction 


Total  assets 


Puget  Sound  National  Bank,  Tacoma,  Washington  (12292),  with  $1,487,663,000 

and  Bank  of  Redmond,  Redmond,  Washington,  with  3,340,000 

and  The  Bank  of  Seattle,  Seattle.  Washington,  with  4,883,000 

merged  November  1 1 ,  1986,  under  charier  and  title  of  Puget  Sound  National  Bank  The  merged  bank  at  date  of  merger  had  1 ,577,688,000 
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THE  FIRST  JERSEY  NATIONAL  BANK/BROAD  STREET, 

Trenton,  New  Jersey,  and  The  First  Jersey  National  Bank/Central,  Perth  Amboy,  New  Jersey 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  Jersey  National  Bank/Broad  Street,  Trenton,  New  Jersey  (3709),  with  .  $246,790,000 

and  The  First  Jersey  National  Bank/Central,  Perth  Amboy,  New  Jersey  (12524),  with .  213,335,000 

merged  November  14,  1986,  under  charter  of  the  former  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  460,125,000 


★  ★  * 


UNION  NATIONAL  BANK  OF  OKLAHOMA, 

Temple,  Oklahoma,  and  First  National  Bank  of  Temple,  Temple,  Oklahoma 


Names  of  banks  and  type  of  transaction 

Total  assets 

Union  National  Bank  of  Oklahoma,  Temple,  Oklahoma  (21391),  with . 

and  First  National  Bank  of  Temple,  Temple,  Oklahoma  (15151),  with . 

merged  November  14,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  . 

N.A. 

7,346,000 

★  ★  ★ 

TEXAS  AMERICAN  BANK/LONGVIEW, 

Longview,  Texas,  and  Texas  American  Bank/Town  North,  National  Association,  Longview,  Texas 

Names  of  banks  and  type  of  transaction 

Total  assets 

Texas  American  Bank/Longview,  Longview,  Texas,  with . 

and  Texas  American  Bank/Town  North,  National  Association,  Longview,  Texas  (16911),  with . 

merged  November  17,  1986,  under  charter  of  the  latter  and  title  of  "Texas  American  Bank/Longview  National 
Association.”  The  merged  bank  at  date  of  merger  had  . 

$55,157,000 

28,492,000 

83,649,000 

★  *  ★ 


FIRST  INTERSTATE  BANK  OF  OKLAHOMA,  NATIONAL  ASSOCIATION, 
Oklahoma  City,  Oklahoma,  and  Norman  Bank  of  Commerce,  Norman,  Oklahoma 


Names  of  banks  and  type  of  transaction  Total  assets 

First  Interstate  Bank  of  Oklahoma,  National  Association,  Oklahoma  City,  Oklahoma  (21296),  with  .  N.A. 

and  Norman  Bank  of  Commerce,  Norman,  Oklahoma,  with .  43,525,000 


merged  November  20,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


COMPTROLLER’S  DECISION 

On  November  20,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  First  Interstate  Bank  of  Oklahoma,  National  Associa¬ 
tion,  Oklahoma  City,  Oklahoma  (Assuming  Bank),  to  pur¬ 
chase  certain  assets  and  assume  certain  liabilities  of  Nor¬ 
man  Bank  of  Commerce,  Norman,  Oklahoma  (NBC).  The 
application  rests  upon  an  agreement,  incorporated  herein 
by  reference  the  same  as  if  fully  set  forth,  negotiated  be¬ 
tween  the  Assuming  Bank  and  the  Federal  Deposit  In¬ 
surance  Corporation  (FDIC)  as  receiver  of  NBC.  For  rea¬ 
sons  set  forth  below,  the  application  is  hereby  approved 
and  the  Assuming  Bank  is  authorized  to  consummate  the 
purchase  and  assumption  transaction  immediately. 

On  November  20,  1986,  due  to  the  financial  condition  of 
NBC,  the  Oklahoma  State  Bank  Commissioner  closed 


NBC  and  appointed  the  FDIC  as  receiver  on  the  same 
date.  The  Comptroller  has  now  been  asked  to  grant  his 
written  approval  of  the  proposed  agreement  negotiated 
between  the  FDIC  and  Assuming  Bank  by  which  the  lat¬ 
ter  would  purchase  certain  assets  and  assume  certain 
liabilities,  including  all  deposit  liabilities  of  NBC. 

Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 


131 


the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 


The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  serv¬ 
ices  offered  in  the  Norman  community. 


The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  NBC,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  NBC  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

November  20,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


FIRST  BUCKEYE  BANK,  NATIONAL  ASSOCIATION, 
Mansfield,  Ohio,  and  Trustcorp  Company,  Columbus,  Ohio 


Names  of  banks  and  type  of  transaction 

Total  assets 

First  Buckeye  Bank,  National  Association,  Mansfield,  Ohio  (2577),  with 

and  Trustcorp  Company,  Columbus,  Ohio,  with  .  . 

merged  November  21,  1986,  under  charter  of  the  former  and  title  “Trustcorp  Company,  National  Association” 
in  Columbus.  The  merged  bank  at  date  of  merger  had 

$372,265,000 

112,073,000 

417,333,000 

UNITED  JERSEY  BANK/SOUTHWEST, 

Camden,  New  Jersey,  and  United  Jersey  Bank/Cumberland,  National  Association,  Bridgeton,  New  Jersey 


Names  of  banks  and  type  of  transaction  Total  assets 


United  Jersey  Bank/Southwest,  Camden,  New  Jersey,  with  .  $213,877,000 

and  United  Jersey  Bank/Cumberland,  National  Association,  Bridgeton,  New  Jersey  (1346),  with .  171,045,000 

merged  November  21,  1986,  under  charter  of  the  latter  and  title  of  “United  Jersey  Bank/South,  National  Association” 

in  Cherry  Hill.  The  merged  bank  at  date  of  merger  had .  379,924,000 


BANK  OF  OKLAHOMA,  TULSA,  NATIONAL  ASSOCIATION, 

Tulsa,  Oklahoma,  and  Bank  of  Oklahoma,  National  Association,  Oklahoma  City,  Oklahoma 


Names  of  banks  and  type  of  transaction 


Total  assets 


Bank  of  Oklahoma,  Tulsa,  National  Association,  Tulsa,  Oklahoma  (13679),  with  .  $1,590,600,000 

and  Bank  of  Oklahoma,  National  Association,  Oklahoma  City,  Oklahoma  (12016),  with  468,800,000 

merged  November  24,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  2,058,000,000 
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INDIANA  FIRST  NATIONAL  BANK, 

Charlestown,  Indiana,  and  Indiana  First  National  Bank,  Scottsburg,  Scottsburg,  Indiana 


Names  of  banks  and  type  of  transaction 

Total  assets 

$66,048,000 

IllUlCtlicI  rilol  HdliUiiai  uaim,  uuai  icovv/hii,  \  . . 

and  Indiana  First  National  Bank,  Scottsburg,  Scottsburg,  Indiana  (16215),  with 

merged  November  28,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

26,690,000 

92,443,000 

★ 


★  ★ 


THE  CENTRAL  TRUST  COMPANY  OF  NORTHERN  OHIO,  NATIONAL  ASSOCIATION, 

Lorain,  Ohio,  and  The  Oberlin  Bank  Company,  Oberlin,  Ohio 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  Central  Trust  Company  of  Northern  Ohio,  National  Association,  Lorain,  Ohio  (15456),  with 

$241,551,000 

69,064,000 

merged  November  29,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had 

310,615,000 

THE  CITIZENS  AND  SOUTHERN  NATIONAL  BANK  OF  S.C., 

Charleston,  South  Carolina,  and  Andrews  Bank  &  Trust  Company,  Andrews,  South  Carolina 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  Citizens  and  Southern  National  Bank  of  S.C.,  Charleston,  South  Carolina  (14425),  with 

and  Andrews  Bank  &  Trust  Company,  Andrews,  South  Carolina,  with 

meraed  December  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$3,175,870,000 

89,649,000 

3,259,966,000 

COMPTROLLER’S  DECISION 

On  September  24,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  merge  Andrews  Bank  and  Trust  Company,  An¬ 
drews,  South  Carolina  (Andrews)  with  and  into  The 
Citizens  and  Southern  National  Bank  of  S.C.,  Charleston, 
South  Carolina  (C&S).  This  application  was  made  pur¬ 
suant  to  an  Agreement  finalized  between  the  proponents 
on  July  15,  1986. 

As  of  June  30,  1986,  Andrews,  an  independent  bank,  had 
total  deposits  of  $81  million  in  five  offices,  all  of  which  are 
located  in  Georgetown  County.  On  the  same  date,  C&S 
held  total  deposits  of  $2.6  billion  and  operated  123  offices 
throughout  the  state.  First  is  a  wholly  owned  subsidiary 
of  The  Citizens  and  Southern  Corporation. 

The  relevant  geographic  market  for  this  proposal  is 
Georgetown  County,  the  area  from  which  Andrews  der¬ 
ives  the  bulk  of  its  deposits  and  in  which  all  of  its  offices 
are  located.  C&S  has  no  offices  in  the  county;  however, 
its  Garden  City  Beach  office  is  located  three  miles  north 


of  Andrew’s  Murrells  Inlet  office.  Consummation  of  this 
proposal  may  eliminate  some  direct  competition  between 
the  banks;  however,  it  will  not  significantly  lessen  com¬ 
petition  in  the  relevant  market.  Numerous  other  banks 
serve  the  market  and  the  relative  concentration  of 
deposits  will  not  be  materially  altered  by  this  merger. 
Although  C&S  derives  a  nominal  dollar  amount  of 
deposits  from  Georgetown  County  through  its  Garden 
City  office,  this  proposal  is  primarily  a  market  extension 
merger. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“...the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  resulting  bank  are  considered  satisfac¬ 
tory,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 
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A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  51828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 


Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

October  31,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


DEPOSIT  GUARANTY  NATIONAL  BANK, 


Names  of  banks  and  type  of  transaction 

Total  assets 

Deposit  Guaranty  National  Bank,  Jackson,  Mississippi  (15548),  with  .  non 

ana  Mrst  National  Bank  of  Desoto  County,  Hernando,  Mississippi  (15661),  with 

merged  December  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

38,224,000 

3,022,232,000 

★  ★  ★ 

GAINER  BANK,  NATIONAL  ASSOCIATION, 

Gary,  Indiana,  and  The  Commercial  Bank,  Crown  Point,  Indiana 

Names  of  banks  and  type  of  transaction 

Total  assets 

Gainer  Bank,  National  Association,  Gary,  Indiana  (14468),  with 

and  The  Commercial  Bank,  Crown  Point,  Indiana,  with 

PP  pop  nnn 

merged  December  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  meraer  had 

748,895,000 

★  *  * 

THE  MERCHANTS  NATIONAL  BANK  OF  AURORA, 

Aurora,  Illinois,  and  Bank  of  Boulder  Hill,  Boulder  Hill,  Illinois 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  Merchants  National  Bank  of  Aurora,  Aurora,  Illinois  (3854)  with 

and  Bank  of  Boulder  Hill,  Boulder  Hill,  Illinois,  with 

$186,630,000 

1  p  1 1  q  nnn 

merged  December  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

198,470,000 

★  ★  ★ 

THE  PLANTERS  NATIONAL  BANK  AND  TRUST  COMPANY, 

Rocky  Mount,  North  Carolina,  and  Bank  of  Pilot  Mountain,  Pilot  Mountain,  North  Carolina 

Names  of  banks  and  type  of  transaction 

Total  assets 

Planters  National  Bank  and  Trust  Company,  Rocky  Mount,  North  Carolina  (10608)  with 

and  Bank  of  Pilot  Mountain,  Pilot  Mountain,  North  Carolina  with 

merged  December  1,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$737,141,000 

50,563,000 

787,704,000 
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AMARILLO  NATIONAL  BANK, 

Amarillo,  Texas,  and  Panhandle  Bank  &  Trust  Company,  Borger,  Texas 


»  «MIV»  ...W,  .  . .  •  ^  '  w  • 

Names  of  banks  and  type  of  transaction 

Total  assets 

f^iiicuiiiu  iiauui  iai  uai  ir\,  nmaimu,  ioauw  v  1 

112,074,000 

merged  December  4,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

N.A 

COMPTROLLER’S  DECISION 

On  December  4,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  Amarillo  National  Bank,  Amarillo,  Texas  (Assuming 
Bank),  to  purchase  certain  assets  and  assume  certain  lia¬ 
bilities  of  Panhandle  Bank  and  Trust  Company,  Borger, 
Texas  (Panhandle).  The  application  rests  upon  an  agree¬ 
ment,  incorporated  herein  by  reference  the  same  as  if 
fully  set  forth,  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  Panhandle.  For  reasons  set  forth  below,  the 
application  is  hereby  approved  and  the  Assuming  Bank 
is  authorized  to  consummate  the  purchase  and  assump¬ 
tion  transaction  immediately. 

Panhandle  Bank  and  Trust  Company  was  declared  in¬ 
solvent  by  the  Texas  State  Banking  Commissioner  on  De¬ 
cember  4,  1986,  and  was  placed  in  the  hands  of  the  FDIC 
as  receiver.  The  Comptroller  has  now  been  asked  to  grant 
his  written  approval  of  the  proposed  agreement  negotiat¬ 
ed  between  the  FDIC  and  Assuming  Bank  by  which  the 
latter  would  purchase  certain  assets  and  assume  certain 
liabilities  of  Panhandle. 

Under  the  Bank  Merger  Act,  12  U.S.C.  51828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 


The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Borger  commu¬ 
nity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Borger  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  Panhandle,  as  set  forth 
in  the  agreement,  is  approved,  the  Comptroller  further 
finds  that  the  failure  of  Panhandle  requires  him  to  act  im¬ 
mediately,  as  contemplated  by  the  Bank  Merger  Act,  to 
prevent  disruption  of  banking  services  to  the  communi¬ 
ty;  and  the  Comptroller  thus  waives  publication  of  notice, 
dispenses  with  solicitation  of  competitive  reports  from 
other  agencies,  and  authorizes  the  transaction  to  be  con¬ 
summated  immediately. 

By  accepting  approval  and  by  consummating  the  pur¬ 
chase  and  assumption  transaction,  Assuming  Bank 
agrees  to  be  bound  by  the  following  conditions: 

1.  That  the  bank  shall  achieve  and  maintain  a  ratio  of 
primary  capital  to  total  assets  of  no  less  than  6.4%,  ef¬ 
fective  with  consummation  of  the  transaction. 

2.  That  prior  to  March  31,  1988,  the  bank  shall  achieve 
and  thereafter  maintain  a  ratio  of  primary  capital  to  total 
assets  of  7%. 

These  conditions  shall  be  deemed  to  be  conditions  im¬ 
posed  in  writing  by  the  agency  in  connection  with  the 
granting  of  any  application  or  other  request  within  the 
meaning  of  12  U.S.C.  51818(b)(1). 

December  4,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General 
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FIRST  EASTERN  BANK,  NATIONAL  ASSOCIATION, 

Wilkes-Barre,  Pennsylvania,  and  Miners  Savings  Bank,  Pittston,  Pennsylvania 

Names  of  banks  and  type  of  transaction 

Total  assets 

First  Eastern  Bank,  National  Association,  Wilkes-Barre,  Pennsylvania  (30)  with 

and  Miners  Savings  Bank,  Pittston.  Pennsylvania  with 

merged  December  4,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

1,441,075,000 

COMPTROLLER’S  DECISION 

On  July  1,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization  to 
merge  Miners  Savings  Bank  of  Pittston,  Pittston,  Penn¬ 
sylvania  (Miners),  into  First  Eastern  Bank,  National  Associ¬ 
ation,  Wilkes-Barre,  Pennsylvania  (First  Eastern),  This  ap¬ 
plication  was  based  on  an  agreement  finalized  between 
the  proponents  on  March  27,  1986. 

As  of  March  31,  1986,  First  Eastern,  a  wholly  owned  sub¬ 
sidiary  of  First  Eastern  Corporation,  had  total  deposits  of 
$1.1  billion  and  operated  37  offices  in  a  five  county  area 
in  Northeastern  Pennsylvania.  On  the  same  date,  Miners 
had  total  deposits  of  $70  million  and  operated  three 
offices. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  including  and  surrounding  the  communities  of  Pitt¬ 
ston,  Dupont,  and  Duryea,  where  the  three  offices  of 
Miners  operate  and  derive  the  bulk  of  their  deposits.  With¬ 
in  the  relevant  market,  twelve  banks  and  savings  and  loan 
associations  operate  twenty  offices  and  hold  total  deposits 
of  approximately  $591  million.  Miners  ranks  third  among 
depositories  in  the  relevant  market,  with  a  twelve  percent 
share  of  total  market  deposits.  First  Eastern  ranks  eleventh 
with  a  market  share  of  four  percent.  The  resulting  bank 
would  become  the  second  largest  depository  in  the  rele¬ 
vant  market  with  approximately  sixteen  percent  of  total 
market  deposits.  While  the  proposed  merger  would 
eliminate  some  existing  competition,  any  adverse  com¬ 
petitive  effects  would  be  mitigated  by  the  presence  of 
numerous  banking  alternatives  within  the  relevant  and  ad¬ 
jacent  markets. 


The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served."  We  find  the  financial  and  managerial  resources 
of  First  Eastern  and  Miners  do  not  raise  concerns  that 
would  cause  the  application  to  be  disapproved.  The  fu¬ 
ture  prospects  of  the  combined  entity  are  considered 
favorable  and  the  resulting  bank  is  expected  to  meet  the 
convenience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

October  31,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposal  transaction  and  conclude 
that  it  would  not  have  a  significantly  adverse  effect  on 
competition. 


CITY  NATIONAL  BANK  OF  WEATHERFORD, 

Weatherford,  Oklahoma,  and  Cordell  National  Bank,  Cordell,  Oklahoma 


Names  of  banks  and  type  of  transaction 


Total  assets 


City  National  Bank  of  Weatherford,  Weatherford,  Oklahoma  (17881),  with 

and  Cordell  National  Bank,  Cordell,  Oklahoma  (12302),  with .  ’ 

merged  December  5,  1986,  under  charter  of  the  former  and  title  of  “City  National  Bank.”  The  merged  bank  at  date 
of  merger  had 


$19,120,000 

78,649,000 

N  A 


COMPTROLLER’S  DECISION 

On  December  5,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 


for  City  National  Bank  of  Weatherford,  Weatherford,  Ok¬ 
lahoma  (Assuming  Bank),  to  purchase  certain  assets  and 
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assume  certain  liabilities  of  Cordell  National  Bank,  Cor¬ 
dell,  Oklahoma  (CNB).  The  application  rests  upon  an 
agreement,  incorporated  herein  by  reference  the  same 
as  if  fully  set  forth,  negotiated  between  the  Assuming 
Bank  and  the  Federal  Deposit  Insurance  Corporation 
(FDIC)  as  receiver  of  CNB.  For  reasons  set  forth  below, 
the  application  is  hereby  approved  and  the  Assuming 
Bank  is  authorized  to  consummate  the  purchase  and  as¬ 
sumption  transaction  immediately. 

Cordell  National  Bank  was  declared  insolvent  by  the 
Comptroller  of  the  Currency  on  December  5,  1986,  and 
was  placed  in  the  hands  of  the  FDIC  as  receiver.  The 
Comptroller  has  now  been  asked  to  grant  his  written  ap¬ 
proval  of  the  proposed  agreement  negotiated  between 
the  FDIC  and  Assuming  Bank  by  which  the  latter  would 
purchase  certain  assets  and  assume  certain  liabilities  of 
CNB. 

Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 


banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Cordell  commu¬ 
nity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Cordell  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank's  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  CNB,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  CNB  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately.  Approval  is  subject  to  the  conditions  noted 
in  a  separate  communication  to  Assuming  Bank. 

Assuming  bank  is  also  authorized  to  operate  CNB's  two 
offices  as  branches. 

December  5,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


MAINE  NATIONAL  BANK, 

Portland,  Maine,  and  The  Dirigo  Bank  and  Trust  Company,  Augusta, 
Caribou,  Maine  


Maine,  and  Aroostook  Trust  Company, 


Names  of  banks  and  type  of  transaction 


Total  assets 


Maine  National  Bank,  Portland,  Maine  (4128),  with 
and  The  Dirigo  Bank  and  Trust  Company,  Augusta,  Maine,  with 

aasrj..  m*™*  e»*:  ^  a, 


$716,276,000 

31,556,000 

43,177,000 

790,552,000 


* 


*  * 
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THE  FIRST  NATIONAL  BANK  OF  ATLANTA, 

Atlanta,  Georgia,  and  Forsyth  County  Bank,  Cumming,  Georgia 


Names  of  banks  and  type  of  transaction 

Total  assets 

The  First  National  Bank  of  Atlanta,  Atlanta,  Georgia  (1559),  with 

and  Forsyth  County  Bank,  Cumming,  Georgia,  with  ’  oe'ooVnnn 

merged  December  15,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

6,922^247^000 

★  *  * 

FIRST  UNION  NATIONAL  BANK  OF  FLORIDA, 

Jacksonville,  Florida,  and  The  Island  Bank,  Holmes  Beach,  Florida 

Names  of  banks  and  type  of  transaction 

Total  assets 

First  Union  National  Bank  of  Florida,  Jacksonville,  Florida  (6888),  with 

and  The  Island  Bank,  Holmes  Beach,  Florida,  with 

$6,296,574,000 
71  ppa  nnn 

merged  December  15,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  meraer  had 

6,335,521,000 

★  *  ★ 

MERCANTILE  FIRST  COUNTY  BANK,  NATIONAL  ASSOCIATION, 

Bloomfield,  Missouri,  and  Mercantile  Bank  of  Marble  Hill,  Marble  Hill,  Missouri 

Names  of  banks  and  type  of  transaction 

Total  assets 

Mercantile  First  County  Bank,  National  Association,  Bloomfield,  Missouri  (18164)  with 

$47  095  000 

and  Mercantile  Bank  of  Marble  Hill,  Marble  Hill,  Missouri,  with 

ip  RnR  nnn 

merged  December  15,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

63,600,000 

★  *  * 

THE  WAYNE  COUNTY  NATIONAL  BANK  OF  WOOSTER, 

Wooster,  Ohio,  and  The  Citizens  Bank,  Fredericksburg,  Ohio 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  Wayne  County  National  Bank  of  Wooster,  Wooster,  Ohio  (828)  with 

$183  546  OOO 

and  The  Citizens  Bank,  Fredericksburg,  Ohio,  with 

q  qpo  nnn 

merged  December  15,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

193,052,000 

★  ★  * 

THE  FIRST  NATIONAL  BANK  OF  PERRYTON, 

Perryton,  Texas,  and  First  Bank  &  Trust  Co.,  Booker,  Texas 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  First  National  Bank  of  Perryton,  Perryton,  Texas  (8769)  with 

and  First  Bank  &  Trust  Co.,  Booker,  Texas  with 

$89,061,000 
94  888  OOO 

merged  December  18,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

N  A 

COMPTROLLER’S  DECISION 

On  December  18.  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  First  National  Bank  of  Perryton,  Perryton,  Texas  (As¬ 
suming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  First  Bank  &  Trust  Company,  Booker, 


Texas  (FBT).  The  application  rests  upon  an  agreement, 
incorporated  herein  by  reference  the  same  as  if  fully  set 
forth,  negotiated  between  the  Assuming  Bank  and  the 
Federal  Deposit  Insurance  Corporation  (FDIC)  as  receiver 
of  FBT  For  reasons  set  forth  below,  the  application  is  here- 
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by  approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transaction 
immediately. 

FBT  was  declared  insolvent  by  the  Texas  State  Banking 
Commissioner  on  December  18,  1986  and  was  placed 
in  the  hands  of  the  FDIC  as  receiver.  The  Comptroller  has 
now  been  asked  to  grant  his  written  approval  of  the  pro¬ 
posed  agreement  negotiated  between  the  FDIC  and  As¬ 
suming  Bank  by  which  the  latter  would  acquire  certain 
assets  and  assume  certain  liabilities  of  FBT  as  part  of  an 
insured  deposit  transfer. 

Under  the  Bank  Merger  Act,  12  U.S.C.  51828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef- 
feccts  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 


stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  Booker  commu¬ 
nity.  Assuming  Bank  has  sufficient  financial  resources, 
and  this  acquisition  will  enable  it  to  enhance  the  bank¬ 
ing  services  offered  in  the  Booker  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FBT,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  FBT  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

December  18,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


THE  FARMERS  AND  MERCHANTS  NATIONAL  BANK  OF  MERKEL, 
Merkel,  Texas,  and  Farmers  State  Bank,  Lueders,  Texas 


COMPTROLLER’S  DECISION 

On  December  19,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  Farmers  and  Merchants  National  Bank,  Merkel,  Texas 
(Assuming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  Farmers  State  Bank,  Lueders,  Texas 
(FSB).  The  application  rests  upon  an  agreement,  incor¬ 
porated  herein  by  reference  the  same  as  if  fully  set  forth, 
negotiated  between  the  Assuming  Bank  and  the  Feder¬ 
al  Deposit  Insurance  Corporation  (FDIC)  as  receiver  o 
FSB.  For  reasons  set  forth  below,  the  application  is  here 


by  approved  and  the  Assuming  Bank  is  authorized  to 
consummate  the  purchase  and  assumption  transaction 
immediately. 

On  December  19,  1986,  due  to  the  financial  condition  of 
FSB,  the  Texas  State  Bank  Commissioner  closed  FSB  and 
appointed  the  FDIC  as  receiver  on  the  same  date.  The 
Comptroller  has  now  been  asked  to  grant  his  written 
approval  of  the  proposed  agreement  negotiated  between 
the  FDIC  and  Assuming  Bank  by  which  the  latter  would 
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purchase  certain  assets  and  assume  certain  liabilities,  in¬ 
cluding  all  deposit  liabilities  of  FSB. 

Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 
with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 


nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  serv¬ 
ices  offered  in  the  Lueders  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  FSB,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  FSB  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

December  19,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 


FIRST  INTERSTATE  BANK  OF  OREGON,  NATIONAL  ASSOCIATION, 

Portland,  Oregon,  and  Timber  Community  Bank,  Roseburg,  Oregon 

Names  of  banks  and  type  of  transaction 

Total  assets 

First  Interstate  Bank  of  Oregon,  National  Association,  Portland,  Oregon  (1553)  with 

and  Timber  Community  Bank,  Roseburg,  Oregon,  with 

merged  December  19,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$5,433,242,000 

42,138,000 

5,460,951,000 

COMPTROLLER’S  DECISION 

On  September  9,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency,  pursuant  to  the 
Bank  Merger  Act,  12  U.S.C.  11828(c),  for  prior  authoriza¬ 
tion  for  First  Interstate  Bank  of  Oregon,  National  Associ¬ 
ation,  Portland,  Oregon  (First),  to  purchase  the  assets  and 
assume  the  liabilities  of  Timber  Community  Bank, 
Roseburg,  Oregon  (Timber).  The  application  is  based  on 
an  agreement  finalized  between  First  and  Timber  on 
August  26,  1986. 

First,  a  wholly  owned  subsidiary  of  First  Interstate  Ban¬ 
corp,  had  total  assets  of  $5.4  billion  and  total  deposits 
of  $4  3  billion  as  of  June  30,  1986,  and  operated  four 
offices  m  Douglas  County,  Oregon,  and  a  total  of  165 
offices  m  the  state  of  Oregon. 

rr 'ber  a  //holly  owned  subsidiary  of  Timber  Bancorp, 

140 


had  total  assets  of  $42  million  and  total  deposits  of  $38 
million  as  of  June  30,  1986,  and  operated  its  only  office 
in  Roseburg,  Douglas  County,  Oregon. 

The  relevant  geographic  market  for  this  proposal  consists 
of  the  West-Central  portion  of  Douglas  County,  which  is 
the  area  from  which  Timber  derives  the  bulk  of  its  deposits 
and  loans.  First  has  the  largest  share  of  the  market's 
deposits  and  Timber  has  the  seventh  largest  share  of  9 
financial  institutions  in  the  market.  The  resulting  bank  will 
remain  the  largest  financial  institution  in  the  market  with 
27  percent  of  the  market’s  deposits.  First  and  Timber 
compete  directly  within  the  City  of  Roseburg.  However, 
despite  the  elimination  of  this  competition,  the  market  will 
continue  to  remain  competitive  with  4  commercial  banks 
and  4  savings  and  loan  associations  offering  banking 
services  through  23  offices  in  the  market  Consequently, 


i 


consummation  of  this  proposal  will  not  have  a  significantly 
adverse  effect  on  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“...the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served."  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  resulting  bank  are  considered  satisfac¬ 
tory,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 


munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §  1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved,  sub¬ 
ject  to  the  conditions  noted  in  a  separate  communica¬ 
tion  to  First. 

November  18,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


FIRST  NATIONAL  BANK  OF  WARSAW, 

Warsaw,  Indiana,  and  Peoples  State  Bank,  Leesburg,  Indiana 

Names  of  banks  and  type  of  transaction 

Total  assets 

First  National  Bank  of  Warsaw,  Warsaw,  Indiana  (14382),  with 

onH  Ponnloc  Rtato  Rank  1  <at>«;hiirn  Indiana  with  . 

$213,344,000 

36,544,000 

merged  December  19,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

250,953,000 

COMPTROLLER’S  DECISION 

On  August  11,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §  1828(c),  for  prior  authorization  to 
merge  Peoples  State  Bank,  Leesburg,  Indiana  (Peoples), 
into  the  First  National  Bank  of  Warsaw,  Warsaw,  Indiana 
(First).  The  application  is  based  on  an  agreement  final¬ 
ized  between  Peoples  and  First  on  May  16,  1986. 

First,  a  wholly  owned  subsidiary  of  FN  Bancorp,  had  to¬ 
tal  assets  of  $213  million  and  total  deposits  of  $188  mil¬ 
lion  as  of  June  30,  1986,  and  operated  nine  offices  in 
Kosciusko  County. 

Peoples  had  total  assets  of  $37  million  and  total  deposits 
of  $34  million  as  of  June  30,  1986,  and  operated  one 
office  in  Leesburg,  Kosciusko  County. 

The  relevant  geographic  market  for  this  proposal  consists 
of  the  northern  two-thirds  of  Kosciusko  County  and  the 
southern  portion  of  Elkhart  County.  This  is  the  area  from 
which  Peoples  derives  the  bulk  of  its  deposits  and  loans. 
First  has  the  largest  share  of  the  market’s  deposits  and 
Peoples  the  sixth  largest  market  share  of  13  financial  in¬ 
stitutions  in  the  market.  Although  the  resulting  bank  will 
remain  the  largest  financial  institution  in  the  market,  sever¬ 
al  other  market  participants  are  branches  of  institutions 
with  total  assets  well  in  excess  of  those  held  by  First,  thus 
understating  their  true  competitive  influence. 


First  and  Peoples  compete  directly  in  most  segments  of 
the  market,  and  despite  the  elimination  of  this  competi¬ 
tion  through  consummation  of  this  merger,  the  market  will 
continue  to  remain  highly  competitive  with  8  commercial 
banks,  and  4  savings  and  loan  associations  offering  bank¬ 
ing  services.  Consequently,  consummation  of  the 
proposal  will  not  have  a  significantly  adverse  effect  on 
competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served"  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  resulting  bank  are  considered  satisfac¬ 
tory,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  the  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory 
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We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

November  14,  1986 


SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  NORTHERN  NATIONAL  BANK  OF  BEMIDJI, 

Bemidji,  Minnesota,  and  Lakeland  State  Bank,  Pequot  Lakes,  Minnesota 


Names  of  banks  and  type  of  transaction 

Total  assets 

The  Northern  National  Bank  of  Bemidji,  Bemidji,  Minnesota,  (8241)  with 

«  fii  7.i«;  non 

and  Lakeland  State  Bank,  Pequot  Lakes,  Minnesota,  with  Ro’cnc  rinn 

merged  December  19,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

109,203,000 

COMPTROLLER’S  DECISION 


On  December  19,  1986,  application  was  made  to  the 
Comptroller  of  the  Currency  to  grant  prior  written  approval 
for  The  Northern  National  Bank,  Bemidji,  Minnesota  (As¬ 
suming  Bank),  to  purchase  certain  assets  and  assume 
certain  liabilities  of  Lakeland  State  Bank,  Pequot  Lakes, 
Minnesota  (LSB).  The  application  rests  upon  an  agree¬ 
ment,  incorporated  herein  by  reference  the  same  as  if 
fully  set  forth,  negotiated  between  the  Assuming  Bank 
and  the  Federal  Deposit  Insurance  Corporation  (FDIC) 
as  receiver  of  LSB.  For  reasons  set  forth  below,  the  ap¬ 
plication  is  hereby  approved  and  the  Assuming  Bank  is 
authorized  to  consummate  the  purchase  and  assump¬ 
tion  transaction  immediately. 

On  December  19,  1986,  due  to  the  financial  condition  of 
LSB,  the  Minnesota  State  Bank  Commissioner  closed  LSB 
and  appointed  the  FDIC  as  receiver  on  the  same  date. 
The  Comptroller  has  now  been  asked  to  grant  his  writ¬ 
ten  approval  of  the  proposed  agreement  negotiated  be¬ 
tween  the  FDIC  and  Assuming  Bank  by  which  the  latter 
would  purchase  certain  assets  and  assume  certain  lia¬ 
bilities,  including  all  deposit  liabilities  of  LSB. 

Under  the  Bank  Merger  Act,  12  U.S.C.  §  1828(c),  the 
Comptroller  cannot  approve  a  purchase  and  assumption 
transaction  which  would  have  certain  proscribed  anticom¬ 
petitive  effects  unless  he  finds  these  anticompetitive  ef¬ 
fects  to  be  clearly  outweighed  in  the  public  interest  by 
the  probable  effect  of  the  transaction  in  meeting  the  con¬ 
venience  and  needs  of  the  community  to  be  served.  Ad¬ 
ditionally,  the  Comptroller  is  directed  to  consider  the  finan¬ 
cial  and  managerial  resources  and  future  prospects  of 
the  existing  and  proposed  institutions,  and  the  con- 
/emence  and  needs  of  the  community  to  be  served 
When  necessary,  however,  to  prevent  the  evils  attendant 
upon  the  failure  of  a  bank,  the  Comptroller  can  dispense 


with  the  standards  applicable  to  usual  acquisition  trans¬ 
actions  and  need  not  consider  reports  on  the  competi¬ 
tive  effects  from  the  consequences  of  the  transaction  or¬ 
dinarily  solicited  from  the  Department  of  Justice  and  other 
banking  agencies.  He  is  authorized  in  such  circum¬ 
stances  to  act  immediately  in  his  sole  discretion  to  ap¬ 
prove  such  a  transaction  and  to  authorize  its  immediate 
consummation. 

The  proposed  acquisition  will  be  in  accord  with  all  perti¬ 
nent  provisions  of  the  National  Bank  Act  and  will  prevent 
a  disruption  of  banking  services  to  the  community.  As¬ 
suming  Bank  has  sufficient  financial  resources,  and  this 
acquisition  will  enable  it  to  enhance  the  banking  serv¬ 
ices  offered  in  the  Lakeland  community. 

The  Comptroller  finds  that  the  anticompetitive  effects  of 
the  proposed  transaction,  if  any,  are  clearly  outweighed 
in  the  public  interest  by  the  probable  effect  of  the  pro¬ 
posed  transaction  in  meeting  the  convenience  and  needs 
of  the  community  to  be  served.  For  these  reasons,  the 
Assuming  Bank’s  application  to  assume  certain  liabilities 
and  purchase  certain  assets  of  LSB,  as  set  forth  in  the 
agreement,  is  approved.  The  Comptroller  further  finds 
that  the  failure  of  LSB  requires  him  to  act  immediately, 
as  contemplated  by  the  Bank  Merger  Act,  to  prevent  dis¬ 
ruption  of  banking  services  to  the  community;  and  the 
Comptroller  thus  waives  publication  of  notice,  dispenses 
with  solicitation  of  competitive  reports  from  other  agen¬ 
cies,  and  authorizes  the  transaction  to  be  consummated 
immediately. 

December  19,  1986 

Due  to  the  emergency  nature  of  the  situation  a  report  was 
not  requested  from  the  Attorney  General. 
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THE  MINERS  NATIONAL  BANK  OF  POTTSVILLE 

Pottsville,  Pennsylvania,  and  The  Miners  National  Bank  of  Shenandoah,  Shenandoah,  Pennsylvania 

Names  of  banks  and  type  of  transaction 

Total  assets 

The  Miners  National  Bank  of  Pottsville,  Pottsville,  Pennsylvania  (649),  with 

and  The  Miners  National  Bank  of  Shenandoah,  Shenandoah,  Pennsylvania  (13619),  with 

merged  December  20,  1986,  under  charter  of  the  former  and  title  of  "The  Miners  National  Bank.  The  merged  bank  at 
date  of  merger  had . 

$132,650,000 

29,947,000 

162,507,000 

COMPTROLLER’S  DECISION 

On  July  21,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization  to 
merge  Miners  National  Bank  of  Shenandoah,  Shenan¬ 
doah,  Pennsylvania  (Miners  Shenandoah),  into  The 
Miners  National  Bank,  Pottsville,  Pennsylvania,  (Miners 
Pottsville).  This  application  was  based  on  an  agreement 
finalized  between  the  proponents  on  May  21,  1986. 

As  of  June  30,  1986,  Miners  Pottsville,  a  wholly  owned 
subsidiary  of  Miners  National  Bancorp,  Inc.,  had  total 
deposits  of  $120  million  and  operated  eight  offices  in 
Schuylkill  County  and  one  office  in  Dauphin  County.  On 
the  same  date,  Miners  Shenandoah  had  total  deposits 
of  $25  million  and  operated  its  only  office  in  Schuylkill 
County. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  including  and  immediately  surrounding  Shenan¬ 
doah,  where  Miners  Shenandoah  operates  its  only  office 
and  derives  the  bulk  of  its  deposits.  Within  the  relevant 
market,  twelve  banks  operate  30  offices  and  hold  total 
deposits  of  approximately  $800  million.  Miners  Pottsville 
ranks  third  with  seven  percent  of  total  market  deposits, 
and  Miners  Shenandoah  ranks  eleventh  with  three  per¬ 
cent  of  total  market  deposits.  Consummation  of  the 
proposal  would  increase  Miners  Pottsville’s  market  share 
to  ten  percent,  with  market  rankings  remaining  unaffect¬ 
ed.  While  the  proposed  merger  would  eliminate  some 
direct  competition  and  increase  concentration  to  some 
extent,  it  would  not  have  a  significantly  adverse  effect 


upon  competition  in  the  relevant  geographic  market. 
The  Bank  Merger  Act  requires  this  Office  to  consider 
“...the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served."  We  find  that  the  financial  and  managerial 
resources  of  Miners  Pottsville  and  Miners  Shenandoah 
do  not  raise  concerns  that  would  cause  the  application 
to  be  disapproved.  The  future  prospects  of  the  resulting 
bank  are  considered  satisfactory,  as  are  the  effects  of  the 
proposal  on  the  convenience  and  needs  of  the  commu¬ 
nity  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

November  14,  1986 

A  copy  of  the  Attorney  General's  report  was  not  available 
at  press  time. 


FLORIDA  NATIONAL  BANK,  o  .  _.  .  . 

Jacksonville,  Florida,  and  Southern  National  Bank  Broward  County,  Pompano  Beach,  Florida 


Names  of  banks  and  type  of  transaction 

Total  assets 

Florida  National  Bank,  Jacksonville,  Florida  (8321),  with  . 

and  Southern  National  Bank  Broward  County,  Pompano  Beach,  Florida  (20616),  with 

meraed  December  22,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  ad 

$6,497,797,000 

27,692,000 

6,522,093,000 

★  *  * 
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KEYSTONE  NATIONAL  BANK, 

Punxsutawney,  Pennsylvania,  and  The  Citizens  National  Bank  of  Big  Run,  Big  Run,  Pennsylvania 

Names  of  banks  and  type  of  transaction 

Total  assets 

Keystone  National  Bank,  Punxsutawney,  Pennsylvania  (5702)  with 

and  The  Citizens  National  Bank  of  Big  Run,  Big  Run,  Pennsylvania  (5667)  with 

merged  December  22,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 

$224,901,000 

16,043,000 

241,765,000 

COMPTROLLER’S  DECISION 

On  July  28,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization  to 
merge  The  Citizens  National  Bank  of  Big  Run,  Big  Run, 
Pennsylvania  (CNB),  into  Keystone  National  Bank,  Punx- 
sutawney,  Pennsylvania  (Keystone).  This  application  was 
made  pursuant  to  an  Agreement  finalized  between  the 
proponents  on  September  1,  1986. 

As  of  March  31,  1986,  CNB,  an  independent  bank,  had 
total  deposits  of  $14  million  and  operated  1  office  in  Big 
Run.  On  the  same  date,  Keystone  held  total  deposits  of 
$209  million  in  three  offices.  Keystone  is  a  wholly  owned 
subsidiary  of  Union  National  Corporation,  a  multi-bank 
holding  company. 

The  relevant  geographic  market  for  this  proposal  is  the 
central  portion  of  Jefferson  County,  (including  Punx- 
sutawney  and  towns  located  northeast  of  Punxsutawney 
to  the  county  line)  and  the  city  of  DuBois  in  adjacent 
Clearfield  County.  All  offices  of  both  banks  are  located 
within  the  market.  Keystone  ranks  first  among  six  com¬ 
mercial  banking  organizations  located  within  the  market, 
with  32  percent  of  aggregate  deposits.  There  are  two 
banks,  each  with  a  24  to  25  percent  market  share  and 
multiple  branching  systems,  and  one  bank,  which  is  the 
largest  in  the  county,  with  12  percent  of  market  area  bank 
deposits.  CNB  ranks  sixth,  with  a  3  percent  market  share. 

Following  consummation  of  this  proposal,  the  resulting 
bank  will  continue  to  rank  first,  with  35  percent  of  com¬ 
mercial  bank  deposits.  The  market  also  includes  offices 
of  two  thrift  institutions,  including  the  second  largest  sav¬ 
ings  and  loan  organization  in  Pennsylvania.  Given  the 
number  and  size  of  the  remaining  competitors  in  the  mar¬ 


ket,  this  proposal  will  not  have  a  significant  adverse  ef¬ 
fect  on  competition  in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
”...  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.  We  find  that  the  financial  and  managerial 
resources  of  Keystone  and  CNB  are  satisfactory.  The  fu¬ 
ture  prospects  of  the  resulting  bank  are  considered  satis¬ 
factory,  as  are  the  effects  of  the  proposal  on  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  51828(c),  and  find  that  it  will  not 
a  significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

November  21,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 
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THE  CONNECTICUT  BANK  AND  TRUST  COMPANY,  NATIONAL  ASSOCIATION, 
Hartford,  Connecticut,  and  Farmington  Valley  National  Bank,  Farmington,  Connecticut 


Names  of  banks  and  type  of  transaction  Total  assets 


The  Connecticut  Bank  and  Trust  Company,  National  Association,  Hartford,  Connecticut  (4),  with  $7,302,000,000 

and  Farmington  Valley  National  Bank,  Farmington,  Connecticut  (21272),  with .  65,000,000 

merged  December  24,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had . . 7,367,000,000 


COMPTROLLER’S  DECISION 

On  June  5,  1986,  application  was  made  to  the  Office  of 
the  Comptroller  of  the  Currency  for  prior  authorization  to 
merge  Farmington  Valley  National  Bank,  Farmington, 
Connecticut  (which  will  be  the  successor  by  the  conver¬ 
sion  of  Farmington  Valley  Savings  and  Loan  Association 
to  a  national  bank)  (FVNB),  into  The  Connecticut  Bank 
and  Trust  Company,  National  Association,  Hartford,  Con¬ 
necticut  (“CBTC").  This  application  was  based  on  an 
agreement  finalized  between  the  proponents  on  May  20, 
1986. 

As  of  March  31,  1986,  CBTC,  a  wholly  owned  subsidiary 
of  Bank  of  New  England  Corporation,  had  total  deposits 
of  $6  billion  and  operated  over  150  offices  throughout 
the  State  of  Connecticut.  As  of  the  same  date,  FVNB  had 
total  deposits  of  $58  million  and  operated  four  offices. 

The  relevant  geographic  market  for  this  proposal  is  the 
area  including  and  immediately  surrounding  the  town¬ 
ships  of  Avon,  Berlin,  Farmington,  and  Plainville.  These 
are  the  towns  where  Farmington  operates  its  four  offices 
and  derives  the  bulk  of  its  deposits.  The  relevant  market 
is  saturated  with  numerous  banking  competitors.  The 
Office  has  reviewed  the  competitive  effects  of  this 
proposal  and  finds  that  while  the  transaction  would 
eliminate  some  direct  competition  between  the  propo¬ 
nents,  any  adverse  competitive  effects  would  be  mitigat¬ 
ed  by  the  presence  of  numerous  other  banking  alterna¬ 
tives  in  the  relevant  and  adjacent  markets. 

The  Bank  Merger  Act  requires  this  Office  to  consider 


“.  .  .  the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  CBTC  and  FVNB  do  not  raise  concerns  that 
would  cause  the  application  to  be  disapproved.  The  fu¬ 
ture  prospects,  individually  and  combined,  are  consi¬ 
dered  favorable  and  the  resulting  bank  is  expected  to 
meet  the  convenience  and  needs  of  the  community  to 
be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  11828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

November  24,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THIRD  NATIONAL  BANK  IN  NASHVILLE, 

Nashville,  Tennessee,  and  Third  National  Bank  in  Memphis,  Memphis,  Tennessee 

Names  of  banks  and  type  of  transaction 

Total  assets 

Third  National  Bank  in  Nashville,  Nashville,  Tennessee  (13103),  with 

$2,556,134,000 

2.000,000 

and  Third  National  Bank  in  Memphis,  Memphis,  Tennessee  wiui  4 

merged  n«rember  26  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  ad 

2,470,165,000 
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PUGET  SOUND  NATIONAL  BANK, 

Tacoma,  Washington,  and  First  State  Bank,  Port  Orchard,  Washington 


Names  of  banks  and  type  of  transaction  Total  assets 


Puget  Sound  National  Bank,  Tacoma,  Washington  (12292),  with  .  $1,487,663,000 

and  First  State  Bank,  Port  Orchard,  Washington,  with .  ’  27^71  o!oOO 

merged  December  29,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  1,602,264,000 


COMPTROLLER’S  DECISION 


On  September  16,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency,  pursuant  to  the 
Bank  Merger  Act,  12  U.S.C.  §1 828(c),  for  prior  authori¬ 
zation  for  Puget  Sound  National  Bank,  Tacoma,  Washing¬ 
ton  (PSNB),  to  purchase  the  assets  and  assume  the  lia¬ 
bilities  of  First  State  Bank,  Port  Orchard,  Washington 
(First).  The  application  is  based  on  an  agreement  final¬ 
ized  between  First  and  PSNB  on  September  5,  1986. 

PSNB,  a  wholly  owned  subsidiary  of  Puget  Sound  Ban¬ 
corp,  had  total  assets  of  $1.5  billion  and  total  deposits 
of  $1.3  billion  as  of  June  30,  1986,  and  operated  52 
offices  throughout  the  State  of  Washington. 

First,  a  subsidiary  of  First  State  Bancshares,  Inc.,  had  total 
assets  of  $28  million  and  total  deposits  of  $24  million  as 
of  June  30,  1986,  and  operated  one  office  in  Port  Or¬ 
chard,  Kitsap  County,  Washington. 

The  Office  has  reviewed  the  competitive  effects  of  this 
purchase  of  assets  and  assumption  of  liabilities  by  us¬ 
ing  the  Office's  standard  procedures  for  determining 
whether  such  a  proposal  would  clearly  have  minimal  or 
no  adverse  competitive  effects.  The  office  finds  that  the 
proposal  satisfies  the  Office’s  criteria  for  a  purchase  of 
assets  which  has  minimal  or  no  adverse  competitive 
effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  ”... 
the  financial  and  managerial  resources  and  future 


prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.’’  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  resulting  bank  are  considered  satisfac¬ 
tory,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1 828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

November  29,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  ef¬ 
fect  on  competition. 


THE  UNION  NATIONAL  BANK  OF  MACOMB, 

Macomb,  Illinois,  and  First  National  Bank  of  Macomb,  Macomb,  Illinois 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  Union  National  Bank  of  Macomb,  Macomb,  Illinois  (1872),  with .  $68,464,000 

and  First  National  Bank  of  Macomb,  Macomb,  Illinois  (15598),  with .  10,208,000 

merged  December  29,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  78,672,000 
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THE  FIRST  NATIONAL  BANK  OF  COLUMBUS, 

Columbus,  Indiana,  and  The  Nashville  State  Bank,  Nashville,  Indiana 

Names  of  banks  and  type  of  transaction  Total  assets 

The  First  National  Bank  of  Columbus,  Columbus,  Indiana  (1066),  with  .  $68,621,000 

and  The  Nashville  State  Bank,  Nashville,  Indiana,  with  .  31,429,000 

merged  December  30,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  99,009,000 

★  ★  ★ 

SOUTHEAST  BANK,  NATIONAL  ASSOCIATION, 

Miami,  Florida,  and  First  Bank  of  Lakeland,  Lakeland,  Florida 

Names  of  banks  and  type  of  transaction  Total  assets 

Southeast  Bank,  National  Association,  Miami,  Florida  (15638),  with .  $10,406,946,000 

and  First  Bank  of  Lakeland,  Lakeland,  Florida,  with .  472,431,000 

merged  December  30,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  10,904,968,000 

★  ★ *  * 

SOUTHEAST  BANK,  NATIONAL  ASSOCIATION, 

Miami,  Florida,  and  First  National  Bank  in  Palm  Beach,  Palm  Beach,  Florida 

Names  of  banks  and  type  of  transaction  Total  assets 

Southeast  Bank,  National  Association,  Miami,  Florida  (15638),  with  $10,406,946,000 

and  First  National  Bank  in  Palm  Beach,  Palm  Beach,  Florida  (13090),  with .  472,431,000 

merged  December  30,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  10,879,377,000 

★  ★  * 

CAPITAL  BANK  AND  TRUST, 

Belton,  South  Carolina,  and  Southern  National  Bank  of  South  Carolina,  Loris,  South  Carolina 

Names  of  banks  and  type  of  transaction  Total  assets 

Capital  Bank  and  Trust,  Belton,  South  Carolina,  with  .  $64,314,000 

and  Southern  National  Bank  of  South  Carolina,  Loris,  South  Carolina  (15134),  with .  42,983,000 

merged  December  31,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  107,297,000 

★  *  * 

CENTERRE  BANK,  NATIONAL  ASSOCIATION, 

St.  Louis,  Missouri,  and  Centerre  Bank  of  St.  Peters,  National  Association,  St.  Peters,  Missouri 

Names  of  banks  and  type  of  transaction  Total  assets 

Centerre  Bank,  National  Association,  St.  Louis,  Missouri  (17304),  with  .  .  .  . . . .  $3,430,685,000 

and  Centerre  Bank  of  St.  Peters,  National  Association,  St.  Peters,  Missouri  (15962),  with .  64,912,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had _ 3,495.585,000 

*  *  * 
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THE  DALE  NATIONAL  BANK 

Johnstown,  Pennsylvania,  and  Citizens  National  Bank  in  Windber,  Windber,  Pennsylvania 


Names  of  banks  and  type  of  transaction  Total  assets 


The  Dale  National  Bank,  Johnstown,  Pennsylvania  (12967),  with .  $121,864,196 

and  Citizens  National  Bank  in  Windber,  Windber,  Pennsylvania  (14082),  with .  106,283,000 

merged  December  31,  1986,  under  charter  of  the  former  and  title  of  “Cenwest  National  Bank”  in  Dale.  The  merged  bank 

at  date  of  merger  had  .  228,247,196 


COMPTROLLER’S  DECISION 

On  October  6,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  Citizens  National  Bank  of  Windber,  Windber, 
Pennsylvania  (CNB),  into  Dale  National  Bank,  Dale 
Borough,  Pennsylvania  (Dale).  This  application  was  made 
pursuant  to  an  Agreement  finalized  between  the  propo¬ 
nents  on  September  24,  1986. 

As  of  August  31,  1986,  CNB,  a  wholly  owned  subsidiary 
of  CNB  Corporation,  Inc.  a  one-bank  holding  company, 
had  total  deposits  of  $94  million  and  operated  8  offices. 
On  the  same  date,  Dale  held  total  deposits  of  $112  mil¬ 
lion  in  five  offices.  Dale  is  a  wholly  owned  subsidiary  of 
First  Commonwealth  Financial  Corporation. 

The  relevant  geographic  market  for  this  proposal  consists 
of  southern  Cambria  County,  including  the  city  of  John¬ 
stown,  the  northeast  portion  of  adjacent  Somerset  County, 
and  the  northeastern  section  of  Bedford  County.  All  of 
CNB's  offices  are  located  within  this  market,  and  over  75 
percent  of  its  deposits  are  derived  from  that  portion  of 
the  market  which  constitutes  metropolitan  Johnstown.  All 
offices  of  Dale  are  situated  in  this  portion  of  the  market, 
which  is  the  only  area  where  competition  would  by  af¬ 
fected  by  consummation  of  this  proposal. 

Offices  of  seven  commercial  banks  compete  in  metropoli¬ 
tan  Johnstown.  Dale  ranks  third,  with  13  percent  of 
deposits  and  CNB  ranks  fifth,  with  a  9  percent  deposit 
share.  The  resulting  bank  would  continue  to  rank  third, 
with  23  percent  of  commercial  bank  deposits.  The 
metropolitan  Johnstown  area  also  contains  offices  of  a 
savings  bank,  which  is  the  second  largest  financial  insti¬ 
tution  in  Johnstown,  and  offices  of  the  state’s  second  lar¬ 
gest  savings  and  loan  association.  Given  the  number  and 


size  of  the  remaining  competitors  in  metropolitan  John¬ 
stown,  this  proposal  will  not  have  a  significant  adverse 
effect  on  competition  in  the  relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider  .  . 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  Dale  and  CNB  are  satisfactory.  The  future 
prospects  of  the  resulting  bank  are  considered  satisfac¬ 
tory,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

December  1,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


DEPOSIT  GUARANTY  NATIONAL  BANK, 

Jackson,  Mississippi,  and  First  Citizens  National  Bank,  Tupelo,  Mississippi 


Names  of  banks  and  type  of  transaction 


Total  assets 


Deposit  Guaranty  National  Bank,  Jackson,  Mississippi  (15548),  with  $2,769,699,000 

and  First  Citizens  National  Bank,  Tupelo,  Mississippi  (15479),  with  256,966,000 

merged  December  31.  1986,  under  charter  and  title  of  the  former  The  merged  bank  at  date  of  merger  had  3,020,665,000 
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FIRST  MIDWEST  BANK/JOLIET,  NATIONAL  ASSOCIATION, 

Joliet,  Illinois,  and  First  Midwest  Bank/Braidwood,  Braidwood,  Illinois 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  Midwest  Bank/Joliet,  National  Association,  Joliet,  Illinois  (14439),  with  .  $361,263,000 

and  First  Midwest  Bank/Braidwood,  Braidwood,  Illinois,  with .  15,675,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  .  .  .  376,938,000 


FIRST  NATIONAL  BANK  OF  BIENVILLE  PARISH, 

Arcadia,  Louisiana,  and  Citizens  Bank  &  Trust  Company,  Arcadia,  Louisiana 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  National  Bank  of  Bienville  Parish,  Arcadia,  Louisiana  (14328),  with .  $37,084,000 

and  Citizens  Bank  &  Trust  Company,  Arcadia,  Louisiana,  with  .  10,424,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  N.A. 


COMPTROLLER’S  DECISION 

On  October  2,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  purchase  the  assets  and  assume  the  liabilities  of 
Citizens  Bank  &  Trust  Company  (CBT),  by  First  National 
Bank  of  Bienville  Parish  (FNB).  The  application  was  based 
on  a  purchase  and  assumption  agreement  negotiated 
between  the  applicant. 

As  of  July  31,  1986,  CBT,  an  independent  bank,  had  to¬ 
tal  deposits  of  $11  million  and  operated  one  banking 
office.  On  the  same  date,  FNB  an  independent  bank,  had 
total  deposits  of  $33  million  and  operated  two  offices. 

Both  banks  are  located  in  Arcadia,  Louisiana,  a  town  of 
approximately  3,500  people.  As  such,  CBT  and  FNB  are 
direct  competitors  and  their  combination  would  result  in 
the  elimination  of  some  direct  competition;  however,  Ar¬ 
cadia  is  located  in  close  proximity  to  Ruston,  Minden, 
Homer,  and  Gibsland,  Louisiana.  These  communities  pro¬ 
vide  ample  banking  alternatives  for  those  individuals 
residing  or  working  in  Arcadia.  Within  the  named  com¬ 
munities,  including  Arcadia,  eleven  commercial  banks 
compete  for  approximately  $600  million  in  deposits.  With¬ 
in  this  defined  market,  FNB  and  CBT  are  the  fifth  and 
tenth  largest  banks  respectively  accounting  for  5.5  and 
2.2  percent  of  market  deposits  respectively.  Upon  con¬ 
summation  of  the  transaction,  the  resulting  bank  will  re¬ 
main  as  the  market’s  fifth  largest  bank  and  market  con¬ 
centrations  will  not  change  appreciably. 

In  our  view,  any  anticompetitive  aspects  of  the  proposal 
are  mitigated  by  the  presence  of  the  banking  alternatives 
which  exist  in  Ruston,  Minden  and  other  proximate  com¬ 
munities.  Driving  distances  and  commuter  patterns  be¬ 
tween  Arcadia  and  the  other  communities,  particularly 


along  Interstate  20,  are  such  that  numerous  banking  al¬ 
ternatives  are  available.  Accordingly,  the  proposal  would 
not  be  significantly  adverse  to  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  "... 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served."  We  find  that  the  financial  and  managerial 
resources  of  CBT  and  FNB  do  not  raise  concerns  that 
would  cause  the  application  to  be  disapproved.  The  fu¬ 
ture  prospects  of  the  resulting  bank  are  considered  satis¬ 
factory,  as  are  the  effects  of  the  proposal  on  the  con¬ 
venience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved 

December  18,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 
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THE  FIRST  NATIONAL  BANK  OF  LOUISVILLE, 

Louisville,  Georgia,  and  Bank  of  Midville,  Midville,  Georgia 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  National  Bank  of  Louisville,  Louisville,  Georgia  (6207)  with .  $41,155,000 

and  Bank  of  Midville,  Midville,  Georgia,  with .  5  875  000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  47,029,000 


COMPTROLLER’S  DECISION 


On  August  1,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  Bank  of  Midville,  Midville,  Georgia  (BOM)  with 
and  into  The  First  National  Bank  of  Louisville,  Louisville, 
Georgia  (FNB).  This  application  was  made  pursuant  to 
an  Agreement  finalized  between  the  proponents  on  May 
17,  1986,  and  amended  on  July  22,  1986. 

As  of  March  31,  1986,  BOM,  had  total  deposits  of  $5  mil¬ 
lion  in  one  office.  On  the  same  date,  FNB  held  total 
deposits  of  $38  million  in  one  office.  FNB  is  a  wholly 
owned  subsidiary  of  The  Queensborough  Company. 

The  relevant  geographic  market  for  this  proposal  is  the 
town  of  Midville  and  the  rural  area  immediately  surround¬ 
ing  the  town,  in  southern  Burke  County.  BOM  is  the  only 
financial  institution  located  in  the  market.  FNB  is  located 
17  miles  northwest  in  adjacent  Jefferson  County.  Com¬ 
petition  between  the  two  banks,  as  illustrated  by  deposit 
and  loan  customer  overlap,  is  nominal.  This  proposal  con¬ 
stitutes  market  extension  by  FNB  and  as  such  would  have 
no  significant  anti-competitive  effects. 

FNB  is  soon  to  be  affiliated  with  Bank  of  Wadley,  a  $15 
million  bank  in  southern  Jefferson  County.  A  review  of 
customer  accounts  indicated  that  competition  between 
BOM  and  Bank  of  Wadley  is  also  minimal. 

The  Bank  Merger  Act  requires  this  Office  to  consider  ",  .  . 
the  financial  and  managerial  resources  and  future 


prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  FNB  and  BOM  are  satisfactory.  The  future 
prospects  of  the  proponents,  individually  and  combined, 
are  considered  favorable  and  the  resulting  bank  is  ex¬ 
pected  to  meet  the  convenience  and  needs  of  the  com¬ 
munity  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will 
not  significantly  lessen  competition  in  the  relevant  mar¬ 
ket.  Other  factors  considered  in  evaluating  this  proposal 
are  satisfactory.  Accordingly,  the  application  is 
approved. 

December  1,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  NATIONAL  BANK  OF  MAYFIELD, 

Mayfield,  Kentucky,  and  Bank  of  Farmington,  Farmington,  Kentucky 


Names  of  banks  and  type  of  transaction  Total  assets 


The  First  National  Bank  of  Mayfield,  Mayfield,  Kentucky  (2245),  with  .  $49,921,000 

and  Bank  of  Farmington,  Farmington,  Kentucky,  with .  1,219,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  50,715,000 
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THE  FIRST  NATIONAL  BANK  OF  PORTAGE, 

Portage,  Wisconsin,  and  Arlington  State  Bank,  Arlington,  Wisconsin 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Portage,  Portage,  Wisconsin  (4234),  with .  $83,015,000 

and  Arlington  State  Bank,  Arlington,  Wisconsin,  with .  9,119,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  .  .  .  91,410,000 


COMPTROLLER’S  DECISION 

On  August  1,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency,  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  for  prior  authorization  to 
merge  Arlington  State  Bank,  Arlington,  Wisconsin  (ASB), 
into  The  First  National  Bank  of  Portage,  Portage,  Wiscon¬ 
sin  (FNB).  The  application  is  based  on  an  agreement 
finalized  between  ASB  and  FNB  on  March  18,  1986. 

FNB,  a  wholly  owned  subsidiary  of  Greater  Columbia 
Bancshares,  Inc.,  had  total  assets  of  $84  million  and  total 
deposits  of  $75  million  as  of  June  30,  1986,  and  operat¬ 
ed  two  offices  in  Portage,  Wisconsin. 

ASB  had  total  assets  of  $9  million  and  total  deposits  of 
$8  million  as  of  June  30,  1986,  and  operated  one  office 
in  Arlington,  Wisconsin. 

The  Office  has  reviewed  the  competitive  effects  of  this 
merger  by  using  the  Office’s  standard  procedures  for  deter¬ 
mining  whether  such  a  proposal  would  clearly  have  minimal 
or  no  adverse  competitive  effects.  The  Office  finds  that 
the  proposal  satisfies  the  Office’s  criteria  for  a  merger 
which  has  minimal  or  no  adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 


served.”  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  resulting  bank  are  considered  favora¬ 
ble,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their 
communities,  including  low  and  moderate  income  neigh¬ 
borhoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

December  1,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


THE  FIRST  NATIONAL  BANK  OF  RICHMOND, 

Richmond,  Indiana,  and  Security  National  Bank,  New  Castle,  Indiana 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Richmond,  Richmond,  Indiana  (17),  with 

and  Security  National  Bank,  New  Castle,  Indiana  (13816),  with 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had 


$172,308,000 

51,073,000 

223,381,000 


★ 


★  ★ 
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THE  FIRST  NATIONAL  BANK  OF  WYNNEWOOD, 

Wynnewood,  Oklahoma,  and  Heritage  National  Bank,  Davis,  Oklahoma 


Names  of  banks  and  type  of  transaction 


Total  assets 


The  First  National  Bank  of  Wynnewood,  Wynnewood,  Oklahoma  (5126),  with .  $32,770,000 

and  Heritage  National  Bank,  Davis,  Oklahoma  (18634),  with .  F  799^000 

merged  December  31,  1986,  under  charter  of  the  former  and  title  of  "First  Heritage  National  Bank"  in  Davis.  The  merged 

bank  at  date  of  merger  had .  38,207,000 


FIRST  PALMETTO  STATE  BANK  AND  TRUST  COMPANY, 

Columbia,  South  Carolina,  and  Southern  National  Bank  of  South  Carolina,  Loris,  South  Carolina 


Names  of  banks  and  type  of  transaction 


Total  assets 


First  Palmetto  State  Bank  and  Trust  Company,  Columbia,  South  Carolina,  with .  $  70,512,000 

and  Southern  National  Bank  of  South  Carolina,  Loris,  South  Carolina  (15134),  with .  42,983,000 

merged  December  31,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had .  113,495,000 


* 


★  ★ 


PENNSYLVANIA  NATIONAL  BANK  AND  TRUST  COMPANY, 

Pottsville,  Pennsylvania,  and  The  Union  National  Bank  of  Shenandoah,  Shenandoah,  Pennsylvania 


Names  of  banks  and  type  of  transaction 


Total  assets 


Pennsylvania  National  Bank  and  Trust  Company,  Pottsville,  Pennsylvania  (1663),  with .  $559,804,000 

and  The  Union  National  Bank  of  Shenandoah,  Shenandoah,  Pennsylvania  (14293),  with .  21,935,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  581,739,000 


COMPTROLLER’S  DECISION 

On  October  6,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  The  Union  National  Bank  of  Shenandoah, 
Shenandoah,  Pennsylvania  (UNB),  into  Pennsylvania 
National  Bank  and  Trust  Company,  Pottsville,  Pennsylva¬ 
nia  (Penn).  This  application  was  made  pursuant  to  an 
Agreement  finalized  between  the  proponents  on  June  19, 
1986. 

As  of  June  30,  1986,  UNB,  an  independent  bank,  had 
total  deposits  of  $19  million  and  operated  1  office.  On  the 
same  date,  Penn  held  total  deposits  of  $493  million  in 
twenty  two  offices  throughout  Schuylkill  County.  Penn  is 
a  wholly  owned  subsidiary  of  Pennsylvania  National 
Financial  Corporation  (PNC),  a  one  bank  holding  com¬ 
pany.  PNC  has  entered  into  a  agreement  to  merge  with 
Keystone  Financial,  Inc.,  a  multi-bank  holding  company; 
that  application  is  pending  before  the  Federal  Reserve 
Bank  of  Philadelphia. 

The  relevant  geographic  market  for  this  proposal  is  the 
town  of  Shenandoah  and  immediate  environs  in  Schuylkill 
County  UNB's  only  office  is  located  within  this  market, 
from  which  it  derives  approximately  90  percent  of  its 
deposits  There  are  offices  of  three  banks  in  Shenandoah, 
of  which  UNB  ranks  third,  with  24  percent  of  commer- 
cial  bank  deposits.  In  addition,  the  largest  financial  insti¬ 
tution  m  the  market  is  a  branch  of  a  savings  and  loan 


institution. 

Penn,  PNC  and  Keystone  Financial  Inc.  operate  no  offices 
in  the  relevant  market.  While  Penn  does  have  offices  in 
nearby  towns  around  Shenandoah  and  within  the  county, 
only  nominal  business  is  derived  from  within  the  relevant 
market  area.  Consequently,  this  proposal  constitutes  a 
market  extension  merger,  consummation  of  which  would 
not  significantly  affect  competition. 

The  Bank  Merger  Act  requires  this  Office  to  consider  "... 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 
resources  of  UNB  and  Penn  are  satisfactory.  The  future 
prospects  of  the  resulting  bank  are  considered  satisfac¬ 
tory,  as  are  the  effects  of  the  proposal  on  the  convenience 
and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C  §1828(c),  and  find  that  it  will  not 
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SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 


significantly  lessen  competition  in  the  relevant  market. 

Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved.  We  have  reviewed  lis  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
December  1,  1986  on  competition. 


PEOPLES  BANK,  FSB, 

Johnston,  Rhode  Island,  and  Rhode  Island  National  Bank,  Providence,  Rhode  Island 


Names  of  banks  and  type  of  transaction 


Total  assets 


Peoples  Bank,  FSB,  Johnston,  Rhode  Island,  with .  $414,261,000 

and  Rhode  Island  National  Bank,  Providence,  Rhode  Island  (18674),  with . . .  3,048,000 

merged  December  31,  1986,  under  charter  and  title  of  the  latter.  The  merged  bank  at  date  of  merger  had  515,787,000 


COMPTROLLER’S  DECISION 

On  September  15,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  for  Rhode  Island  National  Bank,  Providence, 
Rhode  Island  (RINB)  to  purchase  the  assets  and  assume 
the  liabilities  of  the  state  chartered  savings  bank  succes¬ 
sor  to  People’s  Bank,  FSB,  Johnston,  Rhode  Island  (Peo¬ 
ple’s).  This  application  was  made  pursuant  to  an  Agree¬ 
ment  finalized  between  the  proponents  on  August  25, 
1986. 

As  of  June  30,  1986,  People’s,  a  mutual  savings  bank, 
had  total  deposits  of  $409  million  and  operated  thirteen 
offices.  On  the  same  date,  RINB  had  total  assets  of  $3 
million  and  operated  1  office.  RINB  is  a  wholly  owned 
subsidiary  of  Hartford  National  Corporation,  a  $10  billion 
multi-bank  holding  company,  headquartered  in  Hartford, 
Connecticut. 

The  Office  has  reviewed  the  competitive  effects  of  this 
proposal  by  using  the  Office’s  standard  procedures  for 
determining  whether  a  merger  clearly  has  minimal  or  no 
adverse  competitive  effects.  The  Office  finds  that  the 
proposal  satisfies  the  Office’s  criteria  for  a  merger  that 
clearly  has  no  or  minimal  adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  We  find  that  the  financial  and  managerial 


resources  of  both  banks  do  not  raise  concerns  that  would 
cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  combined  entity  are  considered  satis¬ 
factory,  and  the  resulting  bank  is  expected  to  meet  the 
convenience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application,  including  com¬ 
ments  provided  by  the  South  Providence  Revitalization 
Committee,  and  other  information  available  to  this  Office 
as  a  result  of  its  regulatory  responsibilities  revealed  no 
evidence  that  the  applicants’  records  of  helping  to  meet 
the  credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satisfac¬ 
tory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  any  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved,  as 
conditioned  in  a  separate  communication  to  RINB. 

November  28,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 
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PEOPLE’S  TRUST  COMPANY, 

Providence,  Rhode  Island,  and  Rhode  Island  National  Bank,  Providence,  Rhode  Island 


Names  of  banks  and  type  of  transaction 


Total  assets 


People's  Trust  Company,  Providence,  Rhode  Island,  with .  $93,454,000 

and  Rhode  Island  National  Bank,  Providence,  Rhode  Island  (18674),  with .  3,048,000 

merged  December  31,  1986,  under  charter  and  of  the  latter  and  title  “People  Bank,  National  Association”  in  Johnston. 

The  merged  bank  at  date  of  merger  had .  515,787,000 


COMPTROLLER’S  DECISION 

On  September  15,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  merge  People’s  Trust  Company,  Johnston, 
Rhode  Island  (People's)  with  and  into  Rhode  Island  Na¬ 
tional  Bank,  Providence,  Rhode  Island  (RINB).  This  ap¬ 
plication  was  made  pursuant  to  an  Agreement  finalized 
between  the  proponents  on  September  12,  1986. 

As  of  June  30,  1986,  People’s,  a  wholly  owned  subsidi¬ 
ary  of  People's  Bank,  FSB,  had  total  deposits  of  $74  mil¬ 
lion  and  operated  13  offices.  On  the  same  date,  RINB 
held  total  assets  of  $3  million  and  operated  1  office.  RINB 
is  a  wholly  owned  subsidiary  of  Hartford  National  Cor¬ 
poration,  a  $10  billion  multi-bank  holding  company,  head¬ 
quartered  in  Hartford,  Connecticut. 

The  Office  has  reviewed  the  competitive  effects  of  this 
proposal  by  using  the  Office’s  standard  procedures  for 
determining  whether  a  merger  clearly  has  minimal  or  no 
adverse  competitive  effects.  The  Office  finds  that  the 
proposal  satisfies  the  Office's  criteria  for  a  merger  that 
clearly  has  no  or  minimal  adverse  competitive  effects. 

The  Bank  Merger  Act  requires  this  Office  to  consider  . 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served."  We  find  that  the  financial  and  managerial 
resources  of  both  banks  do  not  raise  concerns  that  would 


cause  the  application  to  be  disapproved.  The  future 
prospects  of  the  combined  entity  are  considered  satis¬ 
factory,  and  the  resulting  bank  is  expected  to  meet  the 
convenience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application,  including  com¬ 
ments  provided  by  the  South  Providence  Revitalization 
Committee,  and  other  information  available  to  this  Office 
as  a  result  of  its  regulatory  responsibilities  revealed  no 
evidence  that  the  applicants’  records  of  helping  to  meet 
the  credit  needs  of  their  communities,  including  low  and 
moderate  income  neighborhoods,  are  less  than  satisfac¬ 
tory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  any  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved,  as 
conditioned  in  a  separate  communication  to  RINB. 

November  28,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


PHOENIX  NATIONAL  BANK, 

Phoenix,  Arizona,  and  The  Northern  Trust  Company  of  Arizona,  Phoenix,  Arizona 


Names  of  banks  and  type  of  transaction  Total  assets 


Phoenix  National  Bank,  Phoenix,  Arizona  (17949),  with .  $10,894,000 

and  The  Northern  Trust  Company  of  Arizona,  Phoenix,  Arizona,  with .  10,069,000 

merged  December  31 ,  1986,  under  charter  of  the  former  and  title  of  “Northern  Trust  Bank  of  Arizona,  National  Associa¬ 
tion."  The  merged  bank  at  date  of  merger  had .  20,963,000 
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PITTSBURGH  NATIONAL  BANK, 

Pittsburgh,  Pennsylvania,  and  The  Bridgeville  Trust  Company,  Bridgeville,  Pennsylvania 


Names  of  banks  and  type  of  transaction  Total  assets 


Pittsburgh  National  Bank,  Pittsburgh,  Pennsylvania  (252),  with  .  $12,457,487,000 

and  The  Bridgeville  Trust  Company,  Bridgeville,  Pennsylvania,  with .  135,740,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had .  12,593,227,000 


SOUTHTRUST  BANK  OF  ETOWAH  COUNTY,  NATIONAL  ASSOCIATION, 

Gadsden,  Alabama,  and  Alabama  City  Bank  of  Gadsden,  Alabama,  Gadsden,  Alabama 


Names  of  banks  and  type  of  transaction 


Total  assets 


SouthTrust  Bank  of  Etowah  County,  National  Association,  Gadsden,  Alabama  (14495),  with  .  $119,465,000 

and  Alabama  City  Bank  of  Gadsden,  Alabama,  Gadsden,  Alabama,  with .  61,466,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  180,931,000 


COMPTROLLER’S  DECISION 

On  September  16,  1986,  application  was  made  to  the 
Office  of  the  Comptroller  of  the  Currency  for  prior  authori¬ 
zation  to  merge  Alabama  City  Bank  of  Gadsden,  Gads¬ 
den,  Alabama  (ACB),  into  SouthTrust  Bank  of  Etowah 
County,  National  Association,  Gadsden,  Alabama 
(SouthTrust).  This  application  was  made  pursuant  to  an 
Agreement  finalized  between  the  proponents  on 
September  11,  1986. 

As  of  June  30,  1986,  ACB,  an  independent  bank,  had 
total  deposits  of  $55  million  and  operated  1  office  in 
Gadsden.  On  the  same  date,  SouthTrust  held  total 
deposits  of  $111  million  in  four  offices.  SouthTrust  is  a  whol¬ 
ly  owned  subsidiary  of  SouthTrust  Corporation,  the  second 
largest  bank  holding  company  in  Alabama. 

The  relevant  geographic  market  for  this  proposal  is 
Etowah  County.  All  offices  of  both  banks  are  located  in 
Etowah  County,  and  over  90  percent  of  their  deposits  are 
garnered  from  within  the  market.  Gadsden,  which  is  the 
county  seat,  together  with  adjacent  suburban  areas,  is 
the  only  population  center  and  is  centrally  located  within 
the  county.  The  market  contains  offices  of  the  four  largest 
banking  organizations  in  Alabama.  SouthTrust  ranks  third 
among  eight  commercial  banks  located  within  the  market, 
with  15  percent  of  aggregate  deposits.  ACB  ranks  fifth, 
with  a  9  percent  market  share. 

Following  consummation  of  this  proposal,  the  resulting 
bank  will  rank  second,  with  24  percent  of  commercial 
bank  deposits.  Given  the  number  and  size  of  the  remain¬ 
ing  competitors  in  the  market,  this  proposal  will  not  have 


any  significant  adverse  effect  on  competition  in  the 
relevant  geographic  market. 

The  Bank  Merger  Act  requires  this  Office  to  consider  .  . 
financial  and  managerial  resources  and  future  prospects 
of  the  existing  and  proposed  institutions,  and  the  con¬ 
venience  and  needs  of  the  community  to  be  served."  We 
find  that  the  financial  and  managerial  resources  of 
SouthTrust  and  ACB  are  satisfactory.  The  future  prospects 
of  the  resulting  bank  are  considered  satisfactory,  as  are 
the  effects  of  the  proposal  on  the  convenience  and  needs 
of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants’ 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 
Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

December  1,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 
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TRUST  COMPANY  BANK  OF  SOUTHEAST  GEORGIA,  NATIONAL  ASSOCIATION, 
Brunswick,  Georgia,  and  Baxley  State  Bank,  Baxley,  Georgia 


Names  of  banks  and  type  of  transaction 


Total  assets 


Trust  Company  Bank  of  Southeast  Georgia,  National  Association,  Brunswick,  Georgia  (4944),  with .  $248,744,000 

and  Baxley  State  Bank,  Baxley,  Georgia,  with .  49,776,000 

merged  December  31.  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  298,520,000 


UNITED  NATIONAL  BANK, 

Parkersburg,  West  Virginia,  and  Kanawha  Banking  &  Trust  Company,  National  Association,  Charleston,  West 
Virginia 


Names  of  banks  and  type  of  transaction 


Total  assets 


United  National  Bank,  Parkersburg,  West  Virginia  (1427),  with .  $366,825,000 

and  Kanawha  Banking  &  Trust  Company,  National  Association,  Charleston,  West  Virginia,  with .  228,623,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  595,323,000 


WHEELING  NATIONAL  BANK, 

Wheeling,  West  Virginia,  and  Citizens  Bank  of  Weirton,  Weirton,  West  Virginia 


Names  of  banks  and  type  of  transaction 


Total  assets 


Wheeling  National  Bank,  Wheeling,  West  Virginia  (16696),  with .  $138,276,000 

and  Citizens  Bank  of  Weirton,  Weirton,  West  Virginia,  with .  18,273,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  156,241,000 


COMPTROLLER’S  DECISION 

On  June  13,  1986,  application  was  made  to  the  Office 
of  the  Comptroller  of  the  Currency  for  prior  authorization 
to  merge  The  Citizens  Bank  of  Weirton,  Weirton,  West  Vir¬ 
ginia  (Citizens)  into  Wheeling  National  Bank,  Wheeling, 
West  Virginia  (WNB).  This  application  was  made  pursuant 
to  an  agreement  finalized  between  the  proponents  on 
June  11,  1986. 

As  of  March  31,  1986,  Citizens  held  total  deposits  of  $18 
million  in  one  office.  On  the  same  date,  WNB  held  total 
deposits  of  $125  million  and  operated  6  offices.  WNB  cur¬ 
rently  holds  90.52  percent  of  Citizens’  capital  stock,  ac¬ 
quired  via  debts  previously  contracted. 

Despite  WNB's  stock  ownership  position  in  Citizens,  the 
acquisition  of  the  stock  has  not  been  reviewed  pursuant 
to  12  U.S.C.  §1 81 7(c),  or  12  U.S.C.  §1828(c).  Consequently, 
a  review  of  the  competitive  effects  of  the  affiliation  of  these 
institutions  was  performed  in  conjunction  with  this 
proposal. 

The  relevant  geographic  market  for  this  proposal  consists 
of  Hancock  and  Brooke  counties  in  West  Virginia  and  all 
of  Jefferson  County,  Ohio  except  for  the  southern  por¬ 
tion  of  the  county,  adjacent  to  the  city  of  Wheeling.  The 


market  is  centered  around  the  cities  of  Weirton  and 
Steubenville,  Ohio  which  are  situated  on  opposite  sides 
of  the  Ohio  River.  A  bridge  located  midway  between  the 
two  cities  on  a  U.S.  highway  facilitates  access  within  the 
market. 

Within  this  market,  Citizens  ranks  ninth  of  seventeen  com¬ 
peting  banks,  with  a  2.5  percent  share  of  market  deposits. 
WNB  operates  one  office  within  the  market,  and  ranks 
seventh,  with  3.5  percent  of  market  deposits.  The  result¬ 
ing  bank  will  rank  fifth,  with  a  6.0  percent  market  shares. 
Given  the  number  and  size  of  remaining  competitors  in 
the  market  this  proposal  will  have  no  significant  adverse 
effect  on  competition  within  the  relevant  geographic 
market. 

The  Bank  Merger  Act  requires  this  Office  to  consider  “.  . . 
the  financial  and  managerial  resources  and  future 
prospects  of  the  existing  and  proposed  institutions,  and 
the  convenience  and  needs  of  the  community  to  be 
served.”  The  condition  of  Citizens  has  been  weakened 
through  severe  loan  losses,  and  several  years  of  poor  or 
negative  earnings  have  impaired  the  bank's  ability  to 
serve  its  community.  The  financial  and  managerial 
resources  of  WNB  are  satisfactory,  and  should  be  ade- 
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quate  to  support  the  proposed  acquisition.  The  future 
prospects  of  the  combined  entity  are  considered  satis¬ 
factory  and  the  resulting  bank  is  expected  to  meet  the 
convenience  and  needs  of  the  community  to  be  served. 

A  review  of  the  record  of  this  application  and  other  infor¬ 
mation  available  to  this  Office  as  a  result  of  its  regulatory 
responsibilities  revealed  no  evidence  that  the  applicants' 
records  of  helping  to  meet  the  credit  needs  of  their  com¬ 
munities,  including  low  and  moderate  income  neighbor¬ 
hoods,  are  less  than  satisfactory. 

We  have  analyzed  this  proposal  pursuant  to  the  Bank 


Merger  Act,  12  U.S.C.  §1828(c),  and  find  that  it  will  not 
significantly  lessen  competition  in  the  relevant  market. 
Other  factors  considered  in  evaluating  this  proposal  are 
satisfactory.  Accordingly,  the  application  is  approved. 

October  29,  1986 

SUMMARY  OF  REPORT  BY  ATTORNEY  GENERAL 

We  have  reviewed  this  proposed  transaction  and  con¬ 
clude  that  it  would  not  have  a  significantly  adverse  effect 
on  competition. 


ZIONS  FIRST  NATIONAL  BANK, 

Salt  Lake  City,  Utah,  and  The  Lockhart  Co.,  Salt  Lake  City,  Utah 


Names  of  banks  and  type  of  transaction  Total  assets 


Zions  First  National  Bank,  Salt  Lake  City,  Utah  (4341),  with .  $2,647,964,000 

The  Lockhart  Co.,  Salt  Lake  City,  Utah,  with .  83,342,000 

merged  December  31,  1986,  under  charter  and  title  of  the  former.  The  merged  bank  at  date  of  merger  had  .  2,734,176,000 


* 


* 
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Comptrollers  of  the  Currency,  1863  to  present 


Name 

Date  of 
appointment 

Date  of 
resignation 

State 

McCulloch,  Hugh . 

May 

9,  1863 

Mar. 

8,  1865 

Indiana. 

Clarke,  Freeman 

Mar. 

21,  1865 

July 

24.  1866 

New  York. 

Hulburd,  Hiland  R.  . 

Feb. 

1,  1867 

Apr. 

3,  1872 

Ohio. 

Knox,  John  Jay . 

Apr. 

25,  1872 

Apr, 

30,  1884 

Minnesota 

Cannon,  Henry  W . 

May 

12,  1884 

Mar. 

1,  1886 

Minnesota 

Trenholm,  William  L . 

Apr. 

20,  1886 

Apr. 

30,  1889 

South  Carolina 

Lacey,  Edward  S . 

May 

1,  1889 

June 

30,  1892 

Michigan. 

Hepburn,  A.  Barton  .  . 

Aug 

2,  1892 

Apr. 

25,  1893 

New  York. 

Eckels,  James  H . 

Apr 

26  1893 

31  1897 

Dawes,  Charles  G . 

Jan 

1,  1898 

Sept. 

30,  1901 

Illinois. 

Ridgely,  William  Barret 

Oct 

1,  1901 

Mar. 

28,  1908 

Illinois. 

Murray,  Lawrence  0 . 

Apr. 

27,  1908 

Apr. 

27,  1913 

New  York 

Williams,  John  Skelton  .  .  . 

Feb 

2,  1914 

Mar. 

2,  1921 

Virginia 

Crissinger,  D.  R . 

Mar. 

17,  1921 

Apr. 

30,  1923 

Ohio. 

Dawes,  Henry  M.  .  . 

May 

1,  1923 

Dec 

17,  1924 

Illinois. 

McIntosh,  Joseph  W . 

Dec. 

20,  1924 

Nov. 

20,  1928 

Illinois. 

Pole,  John  W . 

Nov. 

21,  1928 

Sept. 

20,  1932 

Ohio. 

O'Connor,  J.  F.  T.  . 

May 

11,  1933 

Apr. 

16,  1938 

California. 

Delano,  Preston  . 

Oct. 

24,  1938 

Feb. 

15,  1953 

Massachusetts. 

Gidney,  Ray  M 

Apr. 

16,  1953 

Nov 

15,  1961 

Ohio. 

Saxon,  James  J . 

Nov. 

16,  1961 

Nov. 

15,  1966 

Illinois. 

Camp,  William  B 

Nov. 

16,  1966 

Mar. 

23,  1973 

Texas. 

Smith,  James  E . 

July 

5,  1973 

July 

31,  1976 

South  Dakota. 

Heimann,  John  G . 

July 

21,  1977 

May 

15,  1981 

New  York. 

Conover,  C.  T. . 

Dec. 

16,  1981 

May 

4,  1985 

California 

Clarke,  Robert  L . 

Dec 

2,  1985 

Texas. 
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Senior  Deputy  and  Deputy  Comptrollers  of  the  Currency,  1863  to  1986 


Name 

Dates  of  tenure 

State 

Howard.  Samuel  T  . 

May 

9,  1863 

Aug. 

1,  1865 

New  York. 

Hulburd,  Hiland  R  . 

Aug. 

1,  1865 

Jan. 

31,  1867 

Ohio. 

Knox.  John  Jay . 

Mar. 

12,  1867 

Apr. 

24,  1872 

Minnesota. 

Langworthy.  John  S . 

Aug. 

8,  1872 

Jan. 

3,  1886 

New  York. 

Snyder.  V  P . 

Jan. 

5,  1886 

Jan 

3,  1887 

New  York. 

Abrahams,  J  D . 

Jan. 

27,  1887 

May 

25,  1890 

Virginia. 

Nixon.  R  M 

Aug. 

11,  1890 

Mar. 

16,  1893 

Indiana. 

Tucker.  Oliver  P . 

Apr. 

7,  1893 

Mar. 

11,  1896 

Kentucky. 

Coffin,  George  M 

Mar. 

12,  1896 

Aug. 

31,  1898 

South  Carolina. 

Murray,  Lawrence  O . 

Sept. 

1,  1898 

June 

29,  1899 

New  York. 

Kane,  Thomas  P 

June 

29,  1899 

Mar. 

2,  1923 

District  of  Columbia. 

Fowler,  Willis  J . 

July 

1,  1908 

Feb. 

14,  1927 

Indiana. 

McIntosh.  Joseph  W . 

May 

21,  1923 

Dec. 

19,  1924 

Illinois. 

Collins.  Charles  W . 

July 

1,  1923 

June 

30,  1927 

Illinois. 

Stearns,  E  W . 

Jan. 

6,  1925 

Nov. 

30,  1928 

Virginia. 

Await.  F  G . 

July 

1,  1927 

Feb. 

15,  1936 

Maryland. 

Gough.  E.  H . 

July 

6,  1927 

Oct. 

16,  1941 

Indiana. 

Proctor.  John  L . 

Dec. 

1,  1928 

Jan. 

23,  1933 

Washington. 

Lyons,  Gibbs . 

Jan. 

24,  1933 

Jan. 

15,  1938 

Georgia. 

Prentiss.  Jr,  William  . 

Feb. 

24,  1936 

Jan. 

15,  1938 

Georgia. 

Diggs  Marshall  R 

Jan 

16,  1938 

Sept 

30,  1938 

Texas. 

Oppegard,  G.  J . 

Jan. 

16,  1938 

Sept 

30,  1938 

California. 

Upham,  C.  B . 

Oct. 

1,  1938 

Dec. 

31,  1948 

Iowa. 

Mulroney.  A  J . 

May 

1,  1939 

Aug. 

31,  1941 

Iowa. 

McCandless.  R  B . 

July 

7,  1941 

Mar. 

1,  1951 

Iowa. 

Sedlacek,  L.  H 

Sept. 

1,  1941 

Sept. 

30,  1944 

Nebraska. 

Robertson.  J.  L . 

Oct. 

1,  1944 

Feb. 

17,  1952 

Nebraska. 

Hudspeth,  J  W . 

Jan. 

1,  1949 

Aug 

31,  1950 

Texas. 

Jennings,  L  A 

Sept 

1,  1950 

May 

16,  1960 

New  York. 

Taylor,  W  M 

Mar. 

1,  1951 

Apr. 

1,  1962 

Virginia. 

Garwood.  G  W . 

Feb. 

18,  1952 

Dec. 

31,  1962 

Colorado. 

Fleming.  Chapman  C . 

Sept 

15,  1959 

Aug. 

31,  1962 

Ohio. 

Haggard,  Holis  S . 

May 

16,  1960 

Aug. 

3,  1962 

Missouri 

Camp.  William  B 

Apr. 

2,  1962 

Nov. 

15,  1966 

Texas. 

Redman.  Clarence  B 

Aug. 

4,  1962 

Oct. 

26,  1963 

Connecticut. 

Watson.  Justin  T. . 

Sept. 

3,  1962 

July 

18,  1975 

Ohio. 

Miller  Dean  E  . 

Dec. 

23,  1962 

Iowa. 

DeShazo,  Thomas  G . 

Jan. 

1,  1963 

Mar. 

3,  1978 

Virginia. 

Egertson.  R  Coleman . 

July 

13,  1964 

June 

30,  1966 

Iowa. 

Blanchard,  Richard  J . 

Sept. 

1,  1964 

Sept. 

26,  1975 

Massachusetts. 

Park,  Radcliffe . 

Sept. 

1,  1964 

June 

1,  1967 

Wisconsin. 

Faulstich.  Albert  J . 

July 

19,  1965 

Oct. 

26,  1974 

Louisiana. 

M otter.  David  C . 

July 

1,  1966 

Sept. 

20,  1981 

Ohio. 

Gwm.  John  D . 

Feb. 

21,  1967 

Dec. 

31,  1974 

Mississippi. 

Howland.  Jr.  W  A 

July 

5,  1973 

Mar. 

27,  1978 

Georgia. 

Mullm.  Robert  A 

July 

5,  1973 

Sept. 

8,  1978 

Kansas. 

Ream.  Joseph  M 

Feb. 

2,  1975 

June 

30,  1978 

Pennsylvania. 

Bloom.  Robert . 

Aug. 

31.  1975 

Feb. 

28,  1978 

New  York. 

Chotard.  Richard  D . 

Aug. 

31,  1975 

Nov. 

25,  1977 

Missouri. 

Hall.  Charles  B 

Aug. 

31,  1975 

Sept. 

14,  1979 

Pennsylvania. 

Jones.  David  H . 

Aug. 

31,  1975 

Sept. 

20,  1976 

Texas. 

Murphy.  C  Westbrook . 

Aug. 

31,  1975 

Dec. 

30,  1977 

Maryland. 

Selby.  H  Joe . 

Aug. 

31,  1975 

Mar. 

15,  1986 

Texas. 

Homan.  Paul  W . 

Mar 

27,  1978 

Jan. 

21,  1983 

Nebraska. 

Keefe  James  T . 

Mar. 

27,  1978 

Sept. 

18,  1981 

Massachusetts. 

Muckenfuss.  Cantwell  F  III  . 

Mar. 

27,  1978 

Oct. 

1,  1981 

Alabama. 

Wood  Billy  C . 

Nov. 

7,  1978 

Texas. 

Longbrake.  William  A 

Nov 

8,  1978 

July 

9,  1982 

Wisconsin. 

Odom.  Jr .  Lewis  G . 

Mar. 

21,  1979 

Nov 

16,  1980 

Alabama 

Martin.  William  E . 

May 

22,  1979 

Apr 

4,  1983 

Texas. 

Barefoot.  Jo  Ann . 

July 

13,  1979 

Sept 

5,  1982 

Connecticut. 

Lord.  Charles  E  . 

Apr 

13,  1981 

Mar 

31,  1982 

Connecticut. 

Bench  Robert  R  .  .  .  . 

Mar. 

21,  1982 

Massachusetts 

Klinzmg,  Robert  R  . 

Mar. 

21,  1982 

Aug 

21,  1983 

Connecticut. 

Robertson.  William  L . 

Mar. 

21,  1982 

Sept 

26,  1986 

Texas. 

Arnold  Doyle  L . 

May 

2,  1982 

May 

12,  1984 

California 

Weiss,  Steven  J  . 

May 

2,  1982 

Pennsylvania 

Stephens.  Martha  B 

June 

1,  1982 

Jan 

19,  1985 

Georgia 

Stirnweis.  Craig  M 

Sept 

19,  1982 

May 

1,  1986 

Idaho. 

Senior  Deputy  and  Deputy  Comptrollers  of  the  Currency,  1863  to  1986  —  continued 


No. 

Name 

Dates  of  tenure 

State 

70 

Herrmann,  Robert  J . 

Jan.  1  1983 

Illinois. 

71 

Mancusi,  Michael  A . 

Jan.  1,  1983 

Feb.  17,  1986 

Maryland 

72 

Marriott,  Dean  S . 

Jan  1  1983 

Missouri. 

73 

Poole,  Clifton  A.,  Jr. . 

Jan.  1  1983 

North  Carolina. 

74 

Taylor,  Thomas  W . 

Jan.  1,  1983 

Ohio. 

75 

Boland,  Jr  .  James  E . 

Feb.  7,  1983 

Feb.  15,  1985 

Pennsylvania. 

76 

Fisher,  Jerry . 

Apr.  17  1983 

Delaware 

77 

Patriarca,  Michael . 

July  10,  1983 

Aug  15,  1986 

California. 

78 

Wilson,  Karen  J . 

July  17  1983 

New  Jersey. 

79 

Winstead,  Bobby  B . 

Mar  18  1984 

Texas. 

80 

Chew,  David  L . 

May  2,  1984 

Feb.  2,  1985 

District  of  Columbia 

81 

Walter,  Judith  A . 

Apr.  24,  1985 

Indiana. 

82 

Maguire,  Francis  E  ,  Jr. . 

Jan  9,  1986 

Virginia. 

83 

Kraft,  Peter  C . 

July  20,  1986 

California. 

84 

Klinzing,  Robert  R 

Aug.  11,  1986 

Connecticut. 

85 

Hechinger,  Deborah  S . 

Aug.  31,  1986 

District  of  Columbia 

86 

Norton,  Gary  W . 

Sept.  3,  1986 

Missouri. 
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Changes  in  the  structure  of  the  national  banking  system,  by  states,  July  1  to  December  31,  1986 


In 

operation 
Jun.  30, 
1986 

Organized 
and  opened 
for  business 

Merged 

Voluntary 

liquidations 

Payouts 

12  use  214 

In  operation 
Dec.  31,  1986 

Converted  to 
state  banks 

Merged  with 
state  banks 

Alabama . 

60 

1 

0 

0 

0 

0 

0 

61 

Alaska  . 

6 

0 

1 

0 

0 

0 

0 

5 

Arizona . 

14 

0 

0 

0 

0 

0 

0 

14 

Arkansas . 

81 

1 

0 

0 

0 

0 

0 

82 

California  . 

171 

2 

1 

0 

0 

0 

4 

168 

Colorado . 

241 

4 

0 

1 

1 

0 

2 

241 

Connecticut  . 

17 

2 

0 

0 

0 

0 

1 

18 

Delaware . 

16 

1 

0 

0 

0 

0 

0 

17 

District  of  Columbia  . 

18 

1 

0 

0 

0 

0 

0 

19 

Florida  . 

181 

13 

5 

0 

0 

0 

0 

189 

Georgia . 

54 

3 

0 

0 

0 

0 

0 

57 

Hawaii . 

3 

0 

0 

0 

0 

0 

0 

3 

Idaho  . 

7 

0 

0 

0 

0 

0 

0 

7 

Illinois . 

400 

0 

1 

0 

0 

3 

0 

396 

Indiana . 

110 

1 

2 

0 

0 

0 

3 

106 

Iowa . 

111 

0 

0 

0 

0 

0 

1 

110 

Kansas  . 

171 

1 

0 

0 

0 

0 

0 

172 

Kentucky . 

78 

2 

0 

0 

0 

0 

1 

79 

Louisiana  . 

71 

0 

0 

0 

0 

0 

0 

71 

Maine . 

8 

0 

0 

0 

0 

0 

0 

8 

Maryland  . 

24 

0 

0 

0 

0 

0 

0 

24 

Massachusetts . 

58 

0 

2 

0 

0 

0 

0 

56 

Michigan . 

119 

0 

1 

0 

0 

6 

3 

109 

Minnesota . 

212 

4 

0 

0 

0 

0 

1 

215 

Mississippi  . 

34 

0 

2 

0 

0 

0 

1 

31 

Missouri . 

124 

1 

4 

0 

0 

3 

4 

114 

Montana . 

55 

2 

0 

0 

0 

0 

0 

57 

Nebraska . 

120 

0 

1 

0 

0 

0 

0 

119 

Nevada . 

6 

0 

0 

0 

0 

0 

0 

6 

New  Hampshire . 

25 

0 

0 

0 

0 

0 

1 

24 

New  Jersey . 

70 

1 

3 

0 

0 

0 

0 

68 

New  Mexico . 

46 

0 

0 

0 

0 

0 

1 

45 

New  York . 

104 

3 

0 

0 

0 

0 

0 

107 

North  Carolina . 

17 

0 

1 

0 

0 

0 

0 

16 

North  Dakota . 

43 

0 

0 

0 

0 

0 

0 

43 

Ohio . 

146 

0 

1 

0 

0 

0 

0 

145 

Oklahoma . 

232 

2 

5 

0 

2 

0 

0 

227 

Oregon . 

8 

0 

0 

0 

0 

0 

0 

8 

Pennsylvania . 

188 

0 

5 

0 

0 

0 

0 

183 

Rhode  Island . 

6 

0 

0 

0 

0 

0 

0 

6 

South  Carolina . 

20 

2 

0 

0 

0 

0 

1 

21 

South  Dakota . 

25 

1 

0 

0 

0 

1 

0 

25 

Tennessee . 

59 

1 

1 

0 

0 

0 

0 

59 

Texas . 

1,060 

17 

0 

0 

1 

3 

3 

1,070 

Utah . 

7 

0 

0 

0 

0 

0 

0 

7 

Vermont  . 

12 

0 

0 

0 

0 

0 

0 

12 

Virginia . 

46 

1 

0 

0 

0 

0 

0 

47 

Washington . 

25 

1 

0 

0 

0 

0 

0 

26 

West  Virginia 

98 

2 

1 

0 

0 

0 

0 

99 

Wisconsin . 

121 

0 

0 

0 

0 

0 

0 

121 

Wyoming  . 

61 

0 

0 

0 

1 

14 

1 

45 

United  States 

4,989 

70 

37 

1 

5 

30 

28 

4,958 

NOTES  Organized  and  opened  for  business  includes  all  state  banks  converted  to  national  banks  as  well  as  all  newly-formed  national  banks. 
The  title  "merged  is  a  generic  term  and  includes  all  mergers,  consolidations  and  purchase  and  assumptions  where  the  resulting  institu¬ 
tion  is  a  nationally  chartered  bank  Also  included  in  this  column  are  immediate  FDIC  assisted  "merger"  transactions  where  the  resulting 

institution  is  a  nationally  chartered  bank. 

Voluntary  liquidations  include  only  straight  liquidations  of  national  banks.  No  liquidations  pursuant  to  a  purchase  and  assumption  trans¬ 
action  are  included  in  this  total  Liquidations  resulting  from  purchase  and  assumptions  are  included  in  the  "merged"  columns. 
Payouts  include  all  failed  national  banks  where  FDIC  is  named  receiver  and  no  other  depository  institution  is  named  as  successor 
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Branches *  of  national  banks,  by  states,  July  1  to  December  31,  1986 


Branches  operating 
at  beginning  of 
period 

Number  of  de  novo 
branches  opened 

Branches  acquired 
through  merger  or 
conversion 

Existing  branches 
closed  or  converted 

Branches  operating 
at  end  of  period 

Alabama . 

494 

7 

0 

3 

498 

Alaska . 

94 

0 

0 

3 

91 

Arizona  . 

419 

13 

0 

1 

431 

Arkansas  . 

219 

3 

1 

0 

223 

California . 

2,616 

11 

0 

964 

1,663 

Colorado . 

45 

1 

0 

0 

46 

Connecticut . 

339 

6 

3 

0 

348 

Delaware . 

14 

0 

0 

0 

14 

District  of  Columbia .  .  . 

168 

4 

0 

0 

172 

Florida . 

1,424 

54 

0 

73 

1,405 

Georgia . 

558 

9 

1 

1 

567 

Hawaii . 

11 

0 

0 

0 

11 

Idaho  . 

195 

0 

0 

0 

195 

Illinois . 

279 

13 

0 

5 

287 

Indiana  . 

581 

8 

2 

17 

574 

Iowa . 

115 

1 

0 

1 

115 

Kansas . 

88 

1 

0 

2 

87 

Kentucky . 

280 

4 

1 

1 

284 

Louisiana . 

329 

1 

0 

0 

330 

Maine  . 

91 

0 

0 

0 

91 

Maryland . 

552 

7 

0 

0 

559 

Massachusetts . 

540 

10 

0 

12 

538 

Michigan . 

937 

4 

0 

172 

769 

Minnesota . 

148 

2 

4 

30 

124 

Mississippi . 

313 

1 

0 

1 

313 

Missouri . 

154 

5 

0 

18 

141 

Montana  . 

10 

0 

1 

1 

10 

Nebraska . 

13 

1 

0 

5 

9 

Nevada . 

92 

1 

0 

8 

85 

New  Hampshire  . 

115 

3 

0 

0 

118 

New  Jersey . 

1,137 

21 

0 

0 

1,158 

New  Mexico  . 

133 

2 

0 

0 

135 

New  York . 

2,078 

17 

21 

9 

2,107 

North  Carolina . 

1,008 

9 

0 

393 

624 

North  Dakota . 

32 

0 

0 

0 

32 

Ohio . 

1,682 

58 

0 

60 

1,680 

Oklahoma . 

70 

4 

0 

0 

74 

Oregon  . 

365 

2 

0 

0 

367 

Pennsylvania . 

1,592 

16 

0 

6 

1,602 

Rhode  Island . 

126 

1 

0 

4 

123 

South  Carolina . 

396 

4 

0 

20 

380 

South  Dakota 

101 

0 

0 

1 

100 

Tennessee 

475 

6 

0 

2 

479 

Texas . 

64 

13 

0 

3 

74 

Utah . 

178 

1 

0 

1 

178 

Vermont . 

55 

1 

0 

0 

56 

Virginia  . 

745 

6 

0 

32 

719 

Washington . 

659 

6 

0 

34 

631 

West  Virginia . 

96 

8 

0 

9 

95 

Wisconsin  . 

133 

6 

0 

2 

137 

Wyoming 

0 

0 

0 

14 

0 

Total . 

22,358 

351 

34 

1,894 

20,849 

‘Does  not  include  CBCT  or  foreign  branches. 
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CSCT*  branches  of  national  banks,  by  states,  July  1  to  December  31,  1986 


Branches  operating 
at  beginning  of 
period 

Number  of  de  novo 
CBCTs  opened 

Branches  acquired 
through  merger  or 
conversion 

Existing  CBCTs 
closed  or  converted 

Branches  operating 
at  end  of  period 

Alabama 

51 

11 

0 

1 

61 

Alaska 

8 

0 

0 

0 

8 

Arizona  . 

22 

11 

0 

0 

33 

Arkansas 

21 

2 

0 

0 

23 

California . 

98 

9 

0 

595 

488 

Colorado 

77 

4 

0 

1 

80 

Connecticut . 

66 

17 

0 

0 

83 

Delaware 

37 

0 

0 

0 

37 

District  of  Columbia 

29 

4 

0 

0 

33 

Florida 

172 

14 

0 

23 

163 

Georgia . 

59 

7 

0 

1 

65 

Hawaii . 

0 

0 

0 

0 

0 

Idaho . 

4 

4 

0 

0 

8 

Illinois . 

114 

8 

0 

0 

122 

Indiana  . 

44 

1 

0 

8 

37 

Iowa . 

138 

4 

0 

1 

141 

Kansas . 

85 

2 

0 

0 

87 

Kentucky . 

29 

0 

0 

0 

29 

Louisiana . 

36 

1 

0 

0 

37 

Maine  . 

93 

1 

0 

0 

94 

Maryland . 

46 

2 

0 

0 

48 

Massachusetts 

292 

9 

0 

12 

289 

Michigan . 

191 

59 

0 

85 

165 

Minnesota . 

174 

53 

1 

30 

198 

Mississippi 

6 

3 

0 

1 

8 

Missouri . 

8 

3 

0 

4 

7 

Montana . 

33 

1 

3 

1 

36 

Nebraska 

148 

6 

0 

5 

149 

Nevada . 

42 

6 

0 

6 

42 

New  Hampshire 

10 

1 

0 

0 

11 

New  Jersey 

38 

4 

0 

0 

42 

New  Mexico  . 

11 

0 

0 

0 

11 

New  York . 

290 

8 

2 

6 

294 

North  Carolina 

32 

4 

0 

10 

26 

North  Dakota 

25 

0 

0 

0 

25 

Ohio . 

189 

10 

0 

21 

178 

Oklahoma 

205 

0 

0 

0 

205 

Oregon  . 

152 

16 

0 

12 

156 

Pennsylvania 

242 

12 

0 

4 

250 

Rhode  Island 

4 

0 

0 

0 

4 

South  Carolina 

42 

0 

0 

2 

40 

South  Dakota 

24 

0 

0 

0 

24 

Tennessee 

79 

9 

0 

1 

87 

Texas 

197 

2 

0 

0 

199 

Utah . 

7 

2 

0 

0 

9 

Vermont . 

1 

0 

0 

0 

1 

Virginia 

30 

2 

0 

27 

5 

Washington 

296 

124 

0 

20 

400 

West  Virginia 

67 

5 

0 

9 

63 

Wisconsin 

102 

2 

0 

2 

102 

Wyoming 

0 

0 

0 

0 

0 

Total 

4,166 

443 

6 

888 

4,703 

'Customer-bank  communications  terminal 
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Federal  branches  and  agencies  of  foreign  banks,  by  state 
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Applications  for  national  bank  charters,  July  1  to  December  31,  1986 


Received 

Approved 

Denied 

Charters 

issued 

State-chartered 

banks 

converted  to 
national  banks 

Trust 

companies * 

Nonbank 

banks' 

Alabama  . 

0 

1 

0 

1 

0 

0 

0 

Alaska  . 

0 

0 

0 

0 

0 

0 

0 

Arizona . 

0 

0 

0 

0 

0 

0 

0 

Arkansas  . 

0 

0 

0 

0 

1 

0 

0 

California . 

5 

5 

1 

2 

0 

0 

0 

Colorado . 

1 

1 

1 

3 

0 

0 

0 

Connecticut . 

3 

0 

0 

1 

1 

0 

0 

Delaware . 

1 

1 

0 

1 

0 

0 

0 

District  of  Columbia . 

2 

6 

0 

1 

0 

0 

0 

Florida  . 

8 

7 

1 

13 

0 

1 

1 

Georgia . 

1 

1 

0 

2 

1 

0 

0 

Hawaii . 

0 

0 

0 

0 

0 

0 

0 

Idaho . 

0 

0 

0 

0 

0 

0 

0 

Illinois  . 

0 

0 

0 

0 

0 

0 

0 

Indiana  . 

0 

0 

0 

0 

1 

0 

0 

Iowa 

0 

0 

0 

0 

0 

0 

0 

Kansas  . 

1 

0 

0 

0 

0 

0 

0 

Kentucky . 

0 

0 

0 

0 

2 

0 

0 

Louisiana . 

1 

0 

0 

0 

0 

0 

0 

Maine  . 

0 

0 

0 

0 

0 

0 

0 

Maryland . 

2 

0 

0 

0 

0 

0 

0 

Massachusetts 

0 

0 

0 

0 

0 

0 

0 

Michigan . 

1 

0 

0 

0 

0 

0 

0 

Minnesota . 

1 

1 

0 

0 

4 

0 

0 

Mississippi . 

0 

0 

0 

0 

0 

0 

0 

Missouri . 

0 

1 

0 

1 

0 

0 

0 

Montana . 

1 

1 

0 

0 

2 

0 

0 

Nebraska . 

0 

0 

0 

0 

0 

0 

0 

Nevada . 

0 

0 

0 

0 

0 

0 

0 

New  Hampshire  . 

0 

0 

0 

0 

0 

0 

0 

New  Jersey . 

1 

2 

0 

1 

0 

0 

1 

New  Mexico . 

0 

0 

0 

0 

0 

0 

0 

New  York . 

2 

0 

0 

1 

2 

1 

0 

North  Carolina . 

0 

0 

0 

0 

0 

0 

0 

North  Dakota . 

0 

0 

0 

0 

0 

0 

0 

Ohio  . 

2 

1 

0 

0 

0 

1 

0 

Oklahoma . 

0 

0 

0 

0 

0 

0 

0 

Oregon . 

0 

0 

0 

0 

0 

0 

0 

Pennsylvania . 

1 

2 

0 

0 

0 

0 

0 

Rhode  Island . 

0 

0 

0 

0 

0 

0 

0 

South  Carolina  . 

1 

1 

0 

2 

0 

0 

0 

South  Dakota  . 

0 

0 

0 

1 

0 

0 

0 

Tennessee 

0 

0 

0 

1 

0 

0 

0 

Texas  . 

3 

2 

6 

15 

1 

0 

0 

Utah  . 

0 

0 

0 

0 

0 

0 

0 

Vermont . 

0 

0 

0 

0 

0 

0 

0 

Virginia 

1 

0 

0 

1 

0 

0 

0 

Washington 

0 

0 

0 

1 

0 

0 

0 

West  Virginia 

0 

1 

0 

2 

0 

0 

0 

Wisconsin . 

0 

1 

0 

0 

0 

0 

0 

Wyoming 

0 

0 

0 

0 

0 

0 

0 

Total 

39 

35 

9 

50 

15 

3 

2 

'These  figures  are  included  in  the  figures  for  received,  approved,  denied  and  charters  issued 
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Applications  for  new  national  bank  charters,  approved  and  rejected,  by  states,  July  1  to  December  31,  1986 


ALABAMA 

Southtrust  Bank  of  Cleburne  County, 
National  Association,  Heflin . 

CALIFORNIA 

Fisherman's  Bank,  National  Association 

Alhambra . 

New  Idria  National  Bank,  Firebaugh 
First  National  Bank  of  La  Quinta, 

La  Quinta . 

Bank  of  Lemoore,  National  Assocaition, 

Lemoore . 

Los  Robles  National  Bank, 

Thousand  Oaks  . 

Valencia  National  Bank,  Valencia . 

COLORADO 

National  Bank  of  Arapahoe/Parker, 
Englewood . 

DELAWARE 

Equibank  (Delaware)  National  Association, 
Wilmington . 

DISTRICT  OF  COLUMBIA 

Cambridge  Merchant  Bank,  Washington  . 

Cranston  Bank,  Washington . 

Bankers  Trust  Company  of  Washington, 

D  C.,  Washington  . 

Chase  Bank  of  Washington,  D.C., 

Washington  . 

Morgan  Bank,  Washington . 

Society  Bank  of  the  District  of  Columbia, 
Washington . 

FLORIDA 

First  Florida  Bank  of  Pasco  County, 
National  Association,  Bayonet  Point  .  .  . 
Jefferson  National  Bank,  Boca  Raton  .  .  . 
Eagle  Bank  of  Broward,  National 

Association,  Fort  Lauderdale . 

Osceola  National  Bank,  Kissimmee 

Naples  National  Bank,  Naples . 

Gadsden  National  Bank,  Quincy . 

First  Wisconsin  Trust  Company  of  Florida, 
National  Association,  West  Palm  Beach 
Central  National  Bank,  Winter  Park . 

GEORGIA 

Citizens  and  Southern  Trust  Company 
(Georgia),  National  Association,  Atlanta 


Approved  Rejected 


8/29 


_  12/5 

8/6 

7/28 

9/17  _ 

11/5  _ 

9/29 

10/17  _ 


11/18 

12/22 

12/24 


MINNESOTA 

Valley  National  Bank,  Apple  Valley  . 

MISSOURI 

Heritage  National  Bank,  Shrewsbury 

MONTANA 

Bankwest,  National  Association, 

Kalispell . 

NEW  JERSEY 

The  Community  National  Bank  of 

New  Jersey,  Haddon  . 

Mid-Jersey  National  Bank,  Somerville 

OHIO 

First  National  Community  Bank, 

St.  Clair  Township . 

PENNSYLVANIA 

Greenwood  National  Bank,  Philadelphia  . 
Equitable  National  Bank,  Upper  Darby  .  .  . 

SOUTH  CAROLINA 

Citizens  and  Southern  Trust  Company 
(South  Carolina),  National  Association, 
Columbia  . 


12/30 

12/30 

12/24 

12/30 


7/10  _ 

8/15  _ 

10/21  _ 

11/26  _ 

_  11/21 

12/19  _ 

9/5  _ 

8/29  _ 


TEXAS 

Sweetwater  National  Bank, 

Fort  Bend  County  . 

Medical  Center  Bank,  National 
Association,  Fort  Worth . 

The  First  National  Bank  of  McKinney, 
McKinney . 

Pasadena  Commerce  Bank,  National 
Association,  Pasadena  . 

WEST  VIRGINIA 

The  Old  National  Bank  of  Jefferson 
County,  Ranson . 

WISCONSIN 

Marine  Bank  of  Mt.  Pleasant,  National 
Association,  Mt.  Pleasant . 


Approved  Rejected 

10/10  _ 

9/15  _ 

8/18 

8/1  _ 

7/30  _ 

11/25  _ 

10/3  _ 

10/21  _ 


7/16 


8/12 


12/22 

10/10 


9/13 


8/22 


7/11 


7/16 
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New  national  bank  charters  issued,  by  states,  July  1  to  December  31,  1986 


Charter 

number 

Date 

open 

Title  and  location  of  bank 

Charter 

number 

Date 

open 

Title  and  location  of  bank 

ALABAMA 

NEW  JERSEY 

18737 

11/17 

Southtrust  Bank  of  Cleburne  County, 

21106 

11/21 

Hunterdon  National  Bank,  Clinton 

National  Association,  Heflin 

Township 

CALIFORNIA 

NEW  YORK 

20944 

9/15 

East  County  Bank,  National  Association, 

20622 

9/16 

Broadway  National  Bank,  New  York 

Antioch 

18689 

7/21 

San  Mateo  County  National  Bank, 

OKLAHOMA 

San  Carlos 

21296 

7/14 

First  Interstate  Bank  of  Oklahoma  City, 

National  Association,  Oklahoma  City 

COLORADO 

21391 

11/14 

Union  National  Bank  of  Oklahoma,  Temple 

18535 

8/18 

First  Interstate  Bank  of  Arvada 

National  Association,  Arvada 

SOUTH  CAROLINA 

21301 

7/25 

Bank  of  Mountain  Valley,  National 

21257 

12/16 

Citizens  and  Southern  Trust  Company 

Association,  Conifer 

(South  Carolina),  National  Association, 

21349 

12/8 

National  Bank  of  Arapahoe/Parker, 

Columbia 

Englewood 

21037 

8/7 

The  Peoples  National  Bank,  Easley 

21121 

8/1 

Nederland  National  Bank, 

Nederland 

SOUTH  DAKOTA 

21034 

11/3 

Independence  One  Bank,  National 

CONNECTICUT 

Association,  Rapid  City 

20620 

10/14 

Harbor  National  Bank  of  Connecticut, 

Branford 

TENNESSEE 

20930 

12/26 

Third  National  Bank  in  Memphis,  Memphis 

DELAWARE 

21197 

8/1 

First  Atlanta  Bank  National  Association, 

TEXAS 

New  Castle 

20880 

10/30 

South  Arlington  National  Bank,  Arlington 

18548 

7/1 

Converse  National  Bank,  Converse 

DISTRICT  OF  COLUMBIA 

20511 

8/29 

Independent  Bank,  National  Association, 

18599 

7/7 

Federal  City  National  Bank,  Washington 

Dallas 

20980 

7/30 

Texas  Central  Bank,  National  Association, 

FLORIDA 

Dallas 

18741 

9/2 

Ameritrust  Southeast  National  Association, 

18641 

10/1 

Mayde  Creek  Bank  National  Association, 

Tampa 

Harris  County 

21085 

7/18 

First  National  Bank  of  Manatee, 

21029 

12/1 

United  Commerce  Bank,  National 

Bradenton 

Association,  Highland  Village 

20976 

11/3 

First  National  Bank  of  Pasco,  Dade  City 

20372 

12/10 

Falcon  National  Bank,  Laredo 

20986 

9/3 

Colonial  National  Bank,  Fort  Myers 

20470 

8/1 

Bank  of  the  Trinity,  National  Association, 

21058 

11/3 

Security  National  Bank  of  America, 

Liberty 

Maitland 

20897 

10/15 

Western  National  Bank,  Lubbock 

18728 

10/17 

Trustcorp  of  Florida,  National  Association, 

20548 

7/14 

Mauriceville  National  Bank,  Mauriceville 

Naples 

18547 

7/1 

First  Western  National  Bank  of  Mesquite, 

20494 

7/14 

Big  Lake  National  Bank,  Okeechobee 

Mesquite 

20684 

10/7 

American  National  Bank  of  Clay  County, 

21059 

12/8 

Northeast  National  Bank,  Mesquite 

Orange  Park 

20006 

9/22 

Citizens  National  Bank,  New  Braunfels 

20928 

12/19 

Sun  Bank/Flagler  County,  National 

20956 

8/26 

Chisholm  National  Bank,  Plano 

Association,  Palm  Coast 

20970 

9/15 

Plano  National  Bank,  Plano 

21061 

9/10 

Seminole  National  Bank,  Sanford 

21357 

9/26 

Brookhollow  National  Bank,  Richardson 

21062 

7/23 

Mellon  Bank  (FL)  n 2  National  Association, 

Sarasota 

VIRGINIA 

21162 

1 1/17 

Guaranty  National  Bank  of  Tallahassee, 

21140 

11/19 

The  National  Bank  of  Northern  Virginia, 

Tallahassee 

Sterling 

20460 

8/4 

National  Bank  of  Commerce,  Winter  Park 

WASHINGTON 

GEORGIA 

21107 

12/1 

North  Cascades  National  Bank,  Chelan 

21256 

12/16 

Citizens  and  Southern  Trust  Company 
(Georgia).  National  Association,  Atlanta 

WEST  VIRGINIA 

20668 

9/1 1 

Peachtree  National  Bank,  Peachtree  City 

21144 

8/1 1 

First  West  Virginia  Bank,  National 

Association-Buckhannon,  Buckhannon 

KANSAS 

18735 

11/7 

The  Old  National  Bank  of  Jefferson 

21318 

8/7 

Fort  National  Bank,  Easton 

County,  Ranson 

MISSOURI 

20579 

10/1 

First  National  Bank  of  Platte  County, 

Kansas  City 

170 


State-chartered  banks  converted  to  national  banks,  by  states,  July  1  to  December  31,  1986 


Title  and  location  of  bank 

Effective  date 

Total  assets 

Total:  15  banks . 

$1,663,174,000 

ARKANSAS 

First  National  Bank  of  the  Izard  County  (21165),  conversion  of  First  State  Bank  of  Calico 

Rock,  Calico  Rock  . 

12/1 

26,983,000 

CONNECTICUT 

Farmington  Valley  National  Bank  (21272),  conversion  of  Farmington  Valley  Savings  &  Loan 
Association,  Farmington . 

12/24 

67,727,000 

GEORGIA 

The  First  National  Bank  of  White  County  (21266),  conversion  of  The  Peoples  Bank,  Cleveland 

11/17 

97,362,000 

INDIANA 

Liberty  National  Bank  and  Trust  Company  of  Indiana  (21327),  conversion  of  The  Corydon 

State  Bank,  Corydon . 

12/1 

68,852,000 

KENTUCKY 

Kentucky  National  Bank  of  Carroll  County  (21302),  conversion  of  Kentucky  State 

Bank,  Carrollton  . 

11/13 

24,198,000 

Kentucky  National  Bank  of  Pendleton  County  (21303),  conversion  of  Falmouth  Deposit  Bank, 
Falmouth . 

11/12 

21,500,000 

MINNESOTA 

Norwest  Bank  Jordan,  National  Association  (21128),  conversion  of  Norwest  Bank 

Jordan,  Jordan . 

7/1 

25,081,000 

Norwest  Bank  Thief  River  Falls,  National  Association  (21125),  conversion  of  Norwest  Bank 

Thief  River  Falls,  Thief  River  Falls . 

7/1 

60,171,000 

First  National  Bank  of  West  St.  Paul  (21179),  conversion  of  First  Bank  of  Minnesota, 

West  St.  Paul . 

10/17 

35,598,000 

Norwest  Bank  Worthington,  National  Association  (21127),  conversion  of  Norwest  Bank 
Worthington,  Worthington . 

10/1 

54,620,000 

MONTANA 

Norwest  Bank  Helena,  National  Association  (21123),  conversion  of  Norwest  Bank  Helena, 
Helena . 

8/1 

114,454,000 

Norwest  Bank  Lewistown,  National  Association  (21122),  conversion  of  Norwest  Bank 

Lewistown,  Lewistown  . 

8/1 

71,029,000 

NEW  YORK 

Westchester  Bank,  National  Association  (21271),  conversion  of  Westchester  Savings  &  Loan 
New  Rochelle . 

9/29 

986,999,000 

First  City  National  Bank  and  Trust  Company  (18726),  conversion  of  First  City 

Federal  Savings  Bank,  New  York . 

10/11 

7,850,000 

TEXAS 

Twin  City  National  Bank  (20941),  conversion  of  Twin  City  Bank,  Texarkana 

8/1 

750,000 
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Mergers',  July  1  to  December  31,  1986 


Transactions  involving  two 
or  more  operating  banks 

Transactions  involving  a 
single  operating  bank 

Total 

Received 

243 

27 

270 

Approved 

280 

34 

314 

Denied . 

1 

0 

1 

Abandoned 

0 

0 

o 

Consummated 

108 

68 

176 

"Mergers  is  a  generic  term  which  includes  mergers,  consolidations  and  purchases  and  assumptions. 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31,  1986 


(Dollar  amounts  in  thousands) 

Date 

Merging  Banks 

Consummated 

Resulting  Bank 

Total  Assets 

ALABAMA 

Southtrust  Bank  of  Etowah  County,  National  Association,  Gadsden  (14495) . 

$119,465 

Alabama  City  Bank  of  Gadsden,  Alabama,  Gadsden . 

61 ,466 

December  31 

Southtrust  Bank  of  Etowah  County,  National  Association,  Gadsden  (14495) . 

180,931 

October  23 


ALASKA 

Rainier  Bank  Alaska  National  Association,  Anchorage  (18023) 

Security  National  Bank,  Anchorage  (16514)  . 

Rainier  Bank  Alaska,  National  Association,  Anchorage  (18023) 


127,598 

41,829 

NA 


December  31 


October  2 


ARIZONA 

^hoenix  National  Bank,  Phoenix  (17949) . 

The  Northern  Trust  Company  of  Arizona,  Phoenix . 

Northern  Trust  Bank  of  Arizona,  National  Association,  Phoenix  (17949) 

CALIFORNIA 

Frontier  National  Bank,  Vista  (17583) . 

Rancho  Vista  National  Bank,  Vista  (17419) . 

Rancho  Vista  National  Bank,  Vista  (17419) . 


10,894 

10,069 

20,963 


29,044 

9,193 

NA 


July  25 


November  5 


COLORADO 

Bank  of  Mountain  Valley,  National  Association,  Conifer  (21301) 

Mountain  Valley  Bank,  Conifer . 

The  Bank  of  Park  County,  Bailey . 

Bank  of  Mountain  Valley,  National  Association,  Conifer  (21301) 

Sedgwick  County  Bank,  Julesburg  . 

The  First  National  Bank  of  Julesburg,  Julesburg  (8205) . 

First  National  Bank  of  Julesburg,  Julesburg  (8205) . 


NA 

8,054 

5,950 

NA 

3,825 

22,877 

NA 


December  24 


CONNECTICUT 

The  Connecticut  Bank  and  Trust  Company,  National  Association,  Hartford  (4) 

Farmington  Valley  National  Bank,  Farmington  (21272) . 

The  Connecticut  Bank  and  Trust  Company,  National  Association,  Hartford  (4) 


7,302,000 

65,000 

7,367,000 


July  18 
September  30 

October  1 

December  15 

December  22 

December  30 

December  30 


FLORIDA 

Pan  American  Bank  National  Association,  Miami  (16442) . 

NCNB  National  Bank  of  Florida,  Tampa  (17775) . 

NCNB  National  Bank  of  Florida,  Tampa  (17775) . 

Gulfside  National  Bank,  Gulf  Breeze  (17452) . 

The  Citizens  and  Peoples  National  Bank  of  Pensacola,  Pensacola  (9007) 
The  Citizens  and  Peoples  National  Bank  of  Pensacola,  Pensacola  (9007) 
Sun  Bank  of  St.  Lucie  County,  Fort  Pierce 

Sun  Bank/Indian  River,  National  Association,  Vero  Beach  (17528) . 

Sun  Bank/Martin  County  National  Association,  Stuart  (20615)  . 

Sun  Bank/Treasure  Coast,  National  Association,  Fort  Pierce  (17528).  . 

First  Union  National  Bank  of  Florida,  Jacksonville  (6888) . 

The  Island  Bank,  Holmes  Beach . 

First  Union  National  Bank  of  Florida,  Jacksonville  (6888) . 

Florida  National  Bank,  Jacksonville  (8321)  . . .  ■ '  ■ 

Southern  National  Bank,  Broward  County,  Pompano  Beach  (20616).  .  . . 

Florida  National  Bank,  Jacksonville  (8321)  . 

First  National  Bank  in  Palm  Beach,  Palm  Beach  (13090) . 

Southeast  Bank,  National  Association,  Miami  (15638) . 

Southeast  Bank,  National  Association,  Miami  (15638) . 

First  Bank  of  Lakeland,  Lakeland  . . . . 

Southeast  Bank,  National  Association,  Miami  (15638) . 

Southeast  Bank,  National  Association,  Miami  (15638) . 


1,301,451 

5,418,676 

6.967,880 

14,199 

175,971 

190,170 

208,554 

57.915 

25,057 

291,526 

6,296,574 

71,384 

6,335,521 

6,497,797 

27,692 

6,522.098 

472.431 
10,406,946 
10,879,377 

472.431 
10,406  946 
10,904,968 


August  31 


December  15 


December  31 


GEORGIA 

The  Citizens  and  Southern  National  Bank,  Atlanta  (13068) 

Fannin  County  Bank,  Blue  Ridge . •  ; 

The  Citizens  and  Southern  National  Bank,  Savannah  (13068) 

The  First  National  Bank  of  Atlanta,  Atlanta  (1559) . 

Forsyth  County  Bank,  Cumming 

The  First  National  Bank  of  Atlanta,  Atlanta  (1559) 

The  First  National  Bank  of  Louisville,  Louisville  (6207) 

Bank  of  Midville,  Mldville  ■  ■  ■  •  •  ;  ;  ■ 

The  First  National  Bank  of  Louisville,  Louisville  (6207) 


9,800,000 

51,300 

9,900,000 

6,826.920 

95,327 

6,922,247 

41,155 

5.875 

47,029 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31,  1986  —  continued 

 (Dollar  amounts  in  thousands) 


Date 

Consummated 


Merging  Banks 
Resulting  Bank 


Total  Assets 


December  31 


Trust  Company  Bank  of  Southeast  Georgia,  National  Association,  Brunswick  (4944) 

Baxley  State  Bank,  Baxley . 

Trust  Company  Bank  of  Southeast  Georgia,  National  Association,  Brunswick  (4944) 


248,744 

49,776 

298,520 


ILLINOIS 


August  20 


December  1 


December  29 


December  31 


Mendon  State  Bank,  Mendon . 

First  Midwest  Bank/Quincy  National  Association,  Quincy  (14564) 
First  Midwest  Bank/Quincy,  National  Association,  Quincy  (14564) 
The  Merchants  National  Bank  of  Aurora,  Aurora  (3854) 

Bank  of  Boulder  Hill,  Boulder  Hill . 

The  Merchants  National  Bank  of  Aurora,  Aurora  (3854) . 

The  Union  National  Bank  of  Macomb,  Macomb  (1872) 

First  National  Bank  of  Macomb,  Macomb  (15598)  . 

The  Union  National  Bank  of  Macomb,  Macomb  (1872) 

First  Midwest  Bank/Braidwood,  Braidwood . 

First  Midwest  Bank/Joliet  National  Association,  Joliet  (14439) 

First  Midwest  Bank/Joliet,  National  Association,  Joliet  (14439)  . 


18,891 

132,724 

NA 

186,630 

13,119 

198,470 

68,464 

10,208 

78,672 

15,675 

361,263 

376,938 


August  29 
October  1 

November  28 

December  1 

December  19 

December  30 

December  31 


INDIANA 

The  Indiana  National  Bank,  Indianapolis  (984) 

The  Fidelity  Bank  of  Indiana,  Carmel . 

The  Indiana  National  Bank,  Indianapolis  (984)  . 

The  First-Merchants  National  Bank  of  Michigan  City,  Michigan  City  (2747) 
Citizens  Bank  of  Michigan  City,  Indiana,  Michigan  City 

First  Citizens  Bank,  National  Association,  Michigan  City  (2747) . 

Indiana  First  National  Bank,  Scottsburg,  Scottsburg  (16215) 

Indiana  First  National  Bank,  Charlestown  (17837) . 

Indiana  First  National  Bank,  Charlestown  (17837) . 

Gainer  Bank,  National  Association,  Gary  (14468) . 

The  Commercial  Bank,  Crown  Point  . 

Gainer  Bank,  National  Association,  Gary  (14468) 

Peoples  State  Bank,  Leesburg . 

First  National  Bank  of  Warsaw,  Warsaw  (14382) . 

First  National  Bank  of  Warsaw,  Warsaw  (14382) . 

The  Nashville  State  Bank,  Nashville . 

The  First  National  Bank  of  Columbus,  Columbus  (1066) . 

The  First  National  Bank  of  Columbus,  Columbus  (1066) . 

The  First  National  Bank  of  Richmond,  Richmond  (17)  . 

Security  National  Bank,  New  Castle  (13816) . 

The  First  National  Bank  of  Richmond,  Richmond  (17) 


3,538,150 

87,366 

3,619,321 

189,998 

152,870 

342,868 

26,690 

66,048 

92,443 

658,600 

85,896 

748,895 

36,544 

213,344 

250,953 

31,429 

68,621 

99,009 

172,308 

51,073 

223,381 


July  24 


August  7 


August  14 


September  25 


KANSAS 

McCune  State  Bank,  McCune  . 

City  National  Bank  of  Pittsburg,  Pittsburg  (15503) . 

City  National  Bank  of  Pittsburg,  Pittsburg  (15503) . 

Fort  National  Bank,  Easton  (21318) . 

The  Easton  State  Bank,  Easton . 

Fort  National  Bank,  Easton  (21318) 

The  State  Exchange  Bank,  Yates  Center 

The  Girard  National  Bank,  Girard  (13347) . 

The  Girard  National  Bank,  Girard  (13347) . 

The  Home  State  Bank,  La  Crosse 

Farmers  Bank  &  Trust  National  Association,  Albert  (17464) 
Farmers  Bank  &  Trust,  National  Association,  Albert  (17464) 


9,134 

50,937 

NA 

NA 

17,197 

NA 

27,813 

36,116 

NA 

14,718 

35,266 

NA 


December  31 


KENTUCKY 

Bank  of  Farmington,  Farmington . 

The  First  National  Bank  of  Mayfield,  Mayfield  (2245) 
The  First  National  Bank  of  Mayfield,  Mayfield  (2245) 


1.219 

49,921 

50,715 


September  26 


November  7 


December  31 


LOUISIANA 

American  Bank  &  Trust  Company,  Lafayette 
Whitney  National  Bank  of  New  Orleans,  New  Orleans  (14977) 
Whitney  National  Bank  of  New  Orleans,  New  Orleans  (14977) 
Whitney  National  Bank  of  New  Orleans,  New  Orleans  (14977) 
Metropolitan  Bank  &  Trust  Company,  Baton  Rouge 
Whitney  National  Bank  of  New  Orleans,  New  Orleans  (14977) 
First  National  Bank  Bienville  Parish,  Arcadia  (14328) 

Citizens  Bank  Trust  Company.  Arcadia 

First  National  Bank  Bienville  Parish,  Arcadia  (14328) 


210,925 

2,176,686 

NA 

2,307,052 

70,053 

NA 

37,084 

10,424 

NA 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31,  1986  —  continued 

(Dollar  amounts  in  thousands) 


Date 

Consummated 


MAINE 


Merging  Banks 
Resulting  Bank 


Total  Assets 


December  5 


The  Dirigo  Bank  and  Trust  Company,  Augusta 

Aroostook  Trust  Company,  Caribou . 

Maine  National  Bank,  Portland  (4128) . 

Maine  National  Bank,  Portland  (4128) . 


31,556 

43,177 

716,276 

790,552 


September  25 


October  31 


MASSACHUSETTS 

Bank  of  New  England  National  Association,  Boston  (475) 

Security  National  Bank,  Lynn  (7452) . 

3ank  of  New  England,  National  Association,  Boston  (475) 
Mortheast  National  Bank,  Amesbury  (1049) 

Bank  of  New  England  National  Association,  Boston  (475) 
Bank  of  New  England.  National  Association,  Boston  (475) 


6,185,133 

305.545 

6,489,631 

72,775 

6,525,644 

6,916,832 


MICHIGAN 

First  of  America  Bank  —  Gogebic  National  Association,  Ironwood  (9517) 

The  Bessemer  National  Bank,  Bessemer  (13607) . 

September  30  First  of  America  Bank  —  Gogebic,  National  Association,  Ironwood  (9517) 

The  Gwinn  State  Savings  Bank,  Gwinn . 

The  First  National  Bank  &  Trust  Company  of  Marquette,  Marquette  (390) 
October  31  The  First  National  Bank  &  Trust  Company  of  Marquette,  Marquette  (390) 


48,393 

23,831 

72,224 

19,550 

160,128 

179,164 


December  19 


MINNESOTA 

The  Northern  National  Bank  of  Bemidji,  Bemidji  (8241) 

Lakeland  State  Bank,  Pequot  Lakes  . 

The  Northern  National  Bank  of  Bemidji,  Bemidji  (8241) 


61,745 

62,506 

109,203 


December  1 


December  31 


MISSISSIPPI 

First  National  Bank  of  Desoto  County,  Hernando  (15661) 

Deposit  Guaranty  National  Bank,  Jackson  (15548) . 

Deposit  Guaranty  National  Bank,  Jackson  (15548) 
Deposit  Guaranty  National  Bank,  Jackson  (15548) 

First  Citizens  National  Bank,  Tupelo  (15479) 

Deposit  Guaranty  National  Bank,  Jackson  (15548) 


38,224 

2,745,239 

3,022,232 

2,767,699 

256,966 

3,020,665 


August  2 


November  10 

December  15 


December  31 


July  31 


MISSOURI 

Community  National  Mercantile  Bank,  Joplin  (15587) . 

First  National  Mercantile  Bank  and  Trust  Company,  Joplin  (13162) . 

Merchants  and  Miners  Bank  of  Webb  City,  Webb  City . 

First  National  Mercantile  Bank  and  Trust  Company,  Joplin  (13162) 

Centerre  Bank  of  Independence  National  Association,  Independence  (4157) 
Centerre  Bank  of  Kansas  City  National  Association,  Kansas  City  (11472)  . 

Centerre  Bank  Northland  National  Association,  North  Kansas  City  (13690) 
Centerre  Bank  of  Kansas  City  National  Association,  Kansas  City  (11472)  . 

Mercantile  Bank  of  Marble  Hill,  Marble  Hill . . 

Mercantile  First  County  Bank  National  Association,  Bloomfield  (18164) 

Mercantile  First  County  Bank  National  Association,  Bloomfield  (18164) . 

Centerre  Bank  National  Association,  St.  Louis  (1 7304) 

Centerre  Bank  of  St.  Peters  National  Association,  St.  Peters  (15962) .... 
Centerre  Bank  National  Association,  St.  Louis  (1 7304) 

NEBRASKA 

The  Gering  National  Bank  &  Trust  Company,  Gering  (9694) . 

Scottsbluff  National  Bank  and  Trust  Company,  Scottsbluff  (9581) 

Scottsbluff  National  Bank  and  Trust  Company,  Scottsbluff  (9581)  . 


July  1 


July  1 


November  14 


November  21 


NEW  JERSEY 

Midlantic  National  Bank/South,  Haddonfield  (14457) . _ 

Heritage  Bank  National  Association,  Cherry  Hill  Township  (1209) 

Midlantic  National  Bank/South,  Mount  Laurel  (1209) . 

Midlantic  National  Bank/Merchants,  Neptune  Township  (15430) 
Midlantic  National  Bank/Cranbury,  Cranbury  (3168) 

Midlantic  National  Bank/Merchants,  Neptune  Township  (15430) 
The  First  Jersey  National  Bank/Central,  Perth  Amboy  (12524) 

The  First  Jersey  National  Bank/Broad  Street,  Trenton  (3709) 

The  First  Jersey  National  Bank/Central,  Trenton  (3709) 

United  Jersey  Bank/Southwest,  Camden 

United  Jersey  Bank/Cumberland  National,  Bridgeton  (1346) 

United  Jersey  Bank/South,  National  Association,  Cherry  Hill  (1346) 


25,350 

169,033 

20,423 

213,961 

125,346 

429,938 

146,927 

702,209 

16,505 

47,095 

63,600 

3,430,685 

64,912 

3,495,585 


70,213 

134,928 

NA 


788,015 

2,146,418 

1,981,817 

738,987 

178,719 

1,110,614 

213,335 

246,790 

460,125 

213,877 

171,045 

379,924 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31, 


Date 

Consummated 


NEW  YORK 


(Dollar  amounts  in  thousands) 


Merging  Banks 
Resulting  Bank 


1986  —  continued 


Total  Assets 


September  28 


Westchester  Bank,  National  Association,  New  Rochelle  (21271) 
Marine  Midland  Bank,  N.A.,  New  York  (16833) 

Marine  Midland  Bank,  N  A  ,  Buffalo  (16833) . 


986,999 

22,431,292 

23,507,309 


August  1 


December  1 


NORTH  CAROLINA 

First  National  Bank  of  Smithfield,  Smithfield  (15165) . 

The  Planters  National  Bank  and  Trust  Company,  Rocky  Mount  (10608) 
The  Planters  National  Bank  and  Trust  Company,  Rocky  Mount  (10608) 

Bank  of  Pilot  Mountain,  Pilot  Mountain  . 

The  Planters  National  Bank  and  Trust  Company,  Rocky  Mount  (10608) 
The  Planters  National  Bank  and  Trust  Company,  Rocky  Mountain  (10608) 


58,048 

640,083 

698,131 

50,563 

737,141 

787,704 


August  14 
October  1 

October  10 

November  21 

November  29 

December  15 


OHIO 

The  Dime  Bank  of  Northwest  Ohio,  Continental  . 

Mid-American  National  Bank  and  Trust  Company,  Bowling  Green  (15416) . 

Mid-American  National  Bank  and  Trust  Company,  Northwood  (15416) . 

The  United  Bank,  Uhrichsville  . 

Bank  One,  Dover  National  Association,  Dover  (4293) . 

Bank  One,  Dover,  National  Association,  Dover  (4293) 

National  City  Bank,  Marion,  Marion  (11831) 

BancOhio  National  Bank,  Columbus  (5065) . 

BancOhio  National  Bank,  Columbus  (5065) . 

Trustcorp  Company,  Columbus . 

First  Buckeye  Bank  National  Association,  Mansfield  (2577) 

Trustcorp  Company,  National  Association,  Columbus  (2577) . 

The  Central  Trust  Company  of  Northern  Ohio,  National  Association,  Lorain  (15456) 

The  Oberlm  Bank  Company,  Oberlin . 

The  Central  Trust  Company  of  Northern  Ohio,  National  Association,  Lorain  (15456) 
The  Citizens  Bank,  Fredericksburg 

The  Wayne  County  National  Bank  of  Wooster,  Wooster  (828) 

The  Wayne  County  National  Bank  of  Wooster,  Wooster  (828) 


35,502 

320,317 

354,569 

51,807 

177,116 

228,923 

214,263 

4,303,901 

4,518,164 

112,073 

372,265 

417,333 

241,551 

69,064 

310,615 

9,932 

183,546 

193,052 


July  14 
July  14 
August  7 
August  14 
September  4 
October  23 

November  14 

November  20 

November  24 

December  5 

December  31 


OKLAHOMA 

First  Interstate  Bank  of  Oklahoma  City,  National  Association,  Oklahoma  City  (21296) 

The  First  National  Bank  and  Trust  Company  of  Oklahoma  City,  Oklahoma  City  (4862) 

First  Interstate  Bank  of  Oklahoma  City,  National  Association,  Oklahoma  City  (21296). 

Oklahoma  National  Bank  and  Trust  Company,  Oklahoma  City  (13276) . 

First  Interstate  Bank  of  Oklahoma  National  Association,  Oklahoma  City  (21296) . 

First  Interstate  Bank  of  Oklahoma,  National  Association,  Oklahoma  City  (21296) 

The  American  National  Bank  of  Lawton,  Lawton  (12067) . 

The  First  National  Bank  and  Trust  Company  of  El  Reno,  El  Reno  (4830) . 

The  American  National  Bank  of  Lawton,  Lawton  (12067) . 

Citizens  National  Bank  &  Trust  Co,,  Oklahoma  City,  Oklahoma,  Oklahoma  City  (15031) 
The  Liberty  National  Bank  and  Trust  Company  of  Oklahoma  City,  Oklahoma  City  (11230) 
The  Liberty  National  Bank  and  Trust  Company  of  Oklahoma  City,  Oklahoma  City  (11230) 

Community  National  Bank  of  Okarche,  Okarche  (18233) . 

Fairview  State  Bank,  Fairview . 

Community  National  Bank  of  Okarche,  Okarche  (18233) . 

Stillwater  Community  Bank,  Stillwater . 

The  Bank,  National  Association,  McAlester  (13770)  . 

The  Bank,  National  Association,  McAlester  (13770)  . 

Union  National  Bank  of  Oklahoma,  Temple  (21391) . 

First  National  Bank  of  Temple,  Temple  (15151) . 

Union  National  Bank  of  Oklahoma,  Temple  (21391) . 

Norman  Bank  of  Commerce,  Norman 

First  Interstate  Bank  of  Oklahoma,  National  Association,  Oklahoma  City  (21296) 

First  Interstate  Bank  of  Oklahoma  National  Association,  Oklahoma  City  (21296) . 

Bank  of  Oklahoma  National  Association,  Oklahoma  City  (12016) . 

Bank  of  Oklahoma,  Tulsa  National  Association,  Tulsa  (13679) . 

Bank  of  Oklahoma,  National  Association,  Tulsa  (13679) . 

City  National  Bank  of  Weatherford,  Weatherford  (17881) . 

Cordell  National  Bank,  Cordell  (12302) . 

Crty  National  Bank,  Weatherford  (17881) . 

The  First  National  Bank  of  Wynnewood,  Wynnewood  (5126) 

Heritage  National  Bank,  Davis  (18634) 

First  Heritage  National  Bank,  Davis  (5126) 


NA 

1,754,157 

NA 

94,512 

NA 

NA 

101,914 

47,182 

NA 

179,081 

2,093,471 

NA 

9,090 

24,000 

NA 

22,610 

107,880 

NA 

NA 

7,346 

NA 

43,525 

NA 

NA 

468,800 

1,590,600 

2,058,000 

19,120 

78,649 

NA 

32,770 

5,799 

38,207 
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Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31,  1986  —  continued 

(Dollar  amounts  in  thousands) 


Date 

Consummated 


OREGON 


Merging  Banks 
Resulting  Bank 


Total  Assets 


December  19 


First  Interstate  Bank  of  Oregon  National  Association,  Portland  (1553) 

Timber  Community  Bank,  Roseburg  . 

First  Interstate  Bank  of  Oregon,  National  Association,  Portland  (1553) 


5,433,242 

42,138 

5,460,951 


September  3 
September  15 

December  4 

December  20 

December  22 

December  31 

December  31 

December  31 


PENNSYLVANIA 

The  First  National  Bank  of  Howard,  Howard  (9249) . 

Commonwealth  Bank  and  Trust  Company  National  Association,  Williamsport  (175) 
Commonwealth  Bank  and  Trust  Company,  National  Association,  Williamsport  (175) 

Industrial  Valley  Bank  and  Trust  Company,  Jenkintown . 

Fidelity  Bank  National  Association  Pennsylvania,  Malvern  (355) . 

Fidelity  Bank,  National  Association,  Malvern  (355)  . 

Miners  Savings  Bank,  Pittston  . 

First  Eastern  Bank,  National  Association,  Wilkes-Barre  (30)  . 

First  Eastern  Bank,  National  Association,  Wilkes-Barre  (30) . 

The  Miners  National  Bank  of  Shenandoah,  Shenandoah  (13619) 

The  Miners  National  Bank  of  Pottsville,  Pottsville  (649) . 

The  Miners  National  Bank,  Pottsville  (649) . 

The  Citizens  National  Bank  of  Big  Run,  Big  Run  (5667) . 

Keystone  National  Bank,  Punxsutawney  (5702) . 

Keystone  National  Bank,  Punxsutawney  (5702) . 

The  Union  National  Bank  of  Shenandoah,  Shenandoah  (14293) 

Pennsylvania  National  Bank  and  Trust  Company,  Pottsville  (1663) 

Pennsylvania  National  Bank  &  Trust  Company,  Pottsville  (1663) 

The  Bridgeville  Trust  Company,  Bridgeville 

Pittsburgh  National  Bank,  Pittsburgh  (252)  . 

Pittsburgh  National  Bank,  Pittsburgh  (252)  . 

Citizens  National  Bank  in  Windber,  Windber  (14082)  . 

The  Dale  National  Bank,  Johnstown  (12967) . 

Cenwest  National  Bank,  Dale  (12967) . 


11,445 

806,797 

817,993 

2,040,890 

6,550,346 

8,581,285 

79,923 

1,362,223 

1,441,075 

29,947 

132,650 

162,507 

16,043 

224,901 

241,765 

21,935 

559,804 

581.739 

135.740 
12,457,487 
12,593,227 

106,383 

121,864 

228,247 


December  31 


December  31 


RHODE  ISLAND 

Rhode  Island  National  Bank,  Providence  (18674) 

Peoples  Bank,  FSB,  Johnstown . 

Rhode  Island  National  Bank,  Providence  (18674) 
Rhode  Island  National  Bank,  Providence  (18674) 

People’s  Trust  Company,  Providence . 

Peoples  Bank,  National  Association,  Johnston  (18674) 


3,048 

414,261 

515,787 

3,048 

93,454 

515,787 


October  31 


December  1 


December  31 


December  31 


SOUTH  CAROLINA 

Farmers  &  Merchants  Bank,  Walterboro 

The  Citizens  and  Southern  National  Bank  of  S.C.,  Columbia  (14425) 
The  Citizens  and  Southern  National  Bank  of  S.C.,  Charleston  (14425) 
Andrews  Bank  &  Trust  Company,  Andrews 

The  Citizens  and  Southern  National  Bank  of  S.C.,  Columbia  (14425) 
The  Citizens  and  Southern  National  Bank  of  S.C.,  Charleston  (14425) 

Capital  Bank  and  Trust,  Belton . . 

Southern  National  Bank  of  South  Carolina,  Loris  (15134) . 

Southern  National  Bank  of  South  Carolina,  Loris  (15134) . 

First  Palmetto  State  Bank  and  Trust  Company,  Columbia 

Southern  National  Bank  of  South  Carolina,  Loris  (15134) . 

Southern  National  Bank  of  South  Carolina,  Columbia  (15134) 


74,200 

2,700,000 

2,800,000 

89,649 

3,175,870 

3,259,966 

64,314 

42,983 

107,297 

70,512 

42,983 

113,495 


July  18 


October  1 


November  1 


December  26 


TENNESSEE 
Farmers'  Bank,  Trimble 

First  Tennessee  Bank  National  Association,  Memphis  (336) 

First  Tennessee  Bank,  National  Association,  Memphis  (336) 

Riceville  Bank,  Riceville  „  ...  , 

The  First  National  Bank  and  Trust  Company  Athens,  Tennessee,  Athens  (3341) 
The  First  National  Bank  and  Trust  Company,  Athens  (3341) 

First  American  National  Bank  of  Knoxville,  Knoxville  (17839) 

First  American  National  Bank,  Maryville  (14279) 

First  American  National  Bank  of  Knoxville,  Knoxville  (17839) 

Third  National  Bank  in  Nashville,  Nashville  (13103) 

Third  National  Bank  in  Memphis,  Nashville  (20930) 

Third  National  Bank  in  Nashville,  Nashville  (13103) 


21,445 
5,220,443 
NA 
13,944 
71,850 
85,794 
915,784 
172,717 
1  088,501 
2,556.134 
2,000 
2,470,165 


177 


Mergers  consummated  involving  two  or  more  operating  banks,  July  1  to  December  31,  1986  —  continued 

 (Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

TEXAS 

United  Bank  NA.  Midland  (17874) 

1 1 1 ,640 
77 

Western  Bank,  Midland 

September  5 

United  Bank,  National  Association,  Midland  (17874) 

NA 

Republicbank  Lubbock  National  Association,  Lubbock  (12683) 

543  506 

September  19 

Texas  Bank  and  Trust  Co.,  Lubbock 

39  250 

Republicbank  Lubbock,  National  Association,  Lubbock  (12683) 

NA 

Brookhollow  National  Bank,  Richardson  (21357) 

54,568 

September  26 

Heritage  National  Bank,  Richardson  (17173).  .  . 

33  1 12 

Brookhollow  National  Bank,  Richardson  (21357) 

NA 

Texas  American  Bank/Town  Bank  North  National  Association,  Longview  (16911) 

28,492 

November  17 

Texas  American  Bank/Longview,  Longview 

55,157 

Texas  American  Bank/Longview  National  Association  Longview  (16911) 

83,649 

Panhandle  Bank  &  Trust  Company,  Borger.  . 

112,074 

December  4 

Amarillo  National  Bank,  Amarillo  (14206) 

577  435 

Amarillo  National  Bank,  Amarillo  (14206) 

NA 

First  Bank  &  Trust  Co  ,  Booker 

94,888 

December  18 

The  First  National  Bank  of  Perryton,  Perryton  (8769) 

89,061 

The  First  National  Bank  of  Perryton,  Perryton  (8769) 

NA 

The  Farmers  and  Merchants  National  Bank  of  Merkel,  Merkel  (7481) 

23,299 

Farmers  State  Bank,  Lueders . 

9  695 

December  19 

The  Farmers  and  Merchants  National  Bank  of  Merkel,  Merkel  (7481) 

NA 

UTAH 

Zions  First  National  Bank,  Salt  Lake  City  (4341)  . 

2,647,964 

The  Lockhart  Co  ,  Salt  Lake  City . 

83  342 

December  31 

Zions  First  National  Bank,  Salt  Lake  City  (4341) 

2, 734^176 

VIRGINIA 

Jefferson  National  Bank,  Charlottesville  (6031) 

1,095,670 

The  Peoples  Bank  of  Stafford,  Falmouth  . 

43,846 

October  31 

Jefferson  National  Bank,  Charlottesville  (6031) 

1,139,516 

WASHINGTON 

Puget  Sound  National  Bank,  Tacoma  (12292) 

1,487,663 

The  Bank  of  Seattle,  Seattle . 

4,883 

1,577,688 

November  1 

Puget  Sound  National  Bank,  Tacoma  (12292).  . 

Puget  Sound  National  Bank,  Tacoma  (12292).  . 

1,487,663 

First  State  Bank,  Port  Orchard . 

27,710 

December  29 

Puget  Sound  National  Bank,  Tacoma  (12292).  . 

1,602,264 

WEST  VIRGINIA 

Kanawha  Valley  Bank,  N.A  ,  Charleston  (16433)  . 

534,571 

Bank  of  West  Virginia,  Charleston  . 

124,916 

September  2 

Kanawha  Valley  Bank,  National  Association,  Charleston  (16433) 

659,487 

Citizens  Bank  of  Weirton,  Weirton  . 

18,273 

December  31 

Wheeling  National  Bank,  Wheeling  (16696) .  .  . 

138.276 

Wheeling  National  Bank,  Wheeling  (16696)  .  . 

156,241 

Kanawha  Bank  &  Trust  Company  National  Association,  Charleston  (15882)  .  .  . 

228,623 

December  31 

United  National  Bank,  Parkersburg  (1427)  .  . 

366,825 

United  National  Bank,  Parkersburg  (1427) 

595,323 

WISCONSIN 

Arlington  State  Bank,  Arlington  ,  , 

9,119 

December  31 

The  First  National  BAnk  of  Portage,  Portage  (4234) 

83,015 

The  First  National  Bank  of  Portage,  Portage  (4234) 

91,410 
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Mergers  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1986 

(Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

October  1 

ALABAMA 

The  First  National  Bank  of  Wetumpka,  Wetumpka 

First  National  Wetumpka  Interim  Bank,  Wetumpka 

The  First  National  Bank  of  Wetumpka,  Wetumpka  (7568) . 

$  92,945 

December  30 

CALIFORNIA 

Conejo  Valley  National  Bank,  Thousand  Oaks 

Conejo  Valley  Interim  National  Bank,  Thousand  Oaks 

Conejo  Valley  National  Bank,  Thousand  Oaks  (21307) . 

58,215 

December  1 

FLORIDA 

Barnett  Bank  of  Martin  County,  National  Association,  Hobe  Sound 

Barnett  Bank  of  Hobe  Sound,  National  Association,  Hobe  Sound 

Barnett  Bank  of  Martin  County,  National  Association,  Hobe  Sound  (15914) . 

87,128 

July  14 

ILLINOIS 

The  Yorkville  National  Bank,  Yorkville 

Y  National  Bank,  Yorkville 

The  Yorkville  National  Bank,  Yorkville  (6239) . 

56,105 

August  1 

Downers  Grove  National  Bank,  Downers  Grove 

DG  National  Bank,  Downers  Grove 

Downers  Grove  National  Bank,  Downers  Grove  (14748)  . 

128,828 

September  30 

First  National  Bank  of  Joliet,  Joliet 

Joliet  Interim,  National  Association,  Joliet 

First  National  Bank  of  Joliet,  Joliet  (13705) . 

274,646 

October  31 

Forest  Park  National  Bank,  Forest  Park 

FPN  National  Bank,  Forest  Park 

Forest  Park  National  Bank,  Forest  Park  (14566) . 

68,341 

December  9 

The  First  National  Bank  of  Western  Springs,  Western  Springs 

Continental  Illinois  Bank  of  Western  Springs,  National  Association,  Western  Springs 

Continental  Illinois  Bank  of  Western  Springs,  National  Association,  Western  Springs  (15346) . 

72,719 

December  15 

The  First  National  Bank  of  Wilmington,  Wilmington 

The  Second  National  Bank  of  Wilmington,  Wilmington 

The  First  National  Bank  of  Wilmington,  Wilmington  (177) . 

58,745 

December  22 

The  Cosmopolitan  National  Bank  of  Chicago,  Chicago 

Interim  Cosmopolitan  National  Bank  of  Chicago,  Chicago 

The  Cosmopolitan  National  Bank  of  Chicago,  Chicago  (14361) . 

73,134 

December  26 

First  National  Bank  of  Moline,  Moline 

Moline  Interim  National  Bank,  Moline 

First  National  Bank  of  Moline,  Moline  (14561) . 

158,642 

December  30 

Citizens  National  Bank  of  Downers  Grove,  Downers  Grove 

CNB  National  Association,  Downers  Grove 

Citizens  National  Bank  of  Downers  Grove,  Downers  Grove  (14738) 

83,243 

August  15 

INDIANA 

First  National  Bank  of  Angola,  Angola 

First  National  Interim  Bank  of  Angola,  Angola 

First  National  Bank  of  Angola,  Angola  (14515) 

58,014 

December  15 

The  First  National  Bank  of  North  Vernon,  North  Vernon 

North  Vernon  National  Bank,  North  Vernon 

The  First  National  Bank  of  North  Vernon,  North  Vernon  (4678) . 

49,421 

December  22 

The  Rush  County  National  Bank  of  Rushville,  Rushville 

RCNC  National  Bank,  Rushville 

The  Rush  County  National  Bank  of  Rushville,  Rushville  (1869) 

50,388 

December  30 

The  Citizens  National  Bank  of  Tipton,  Tipton 

Merchants  Acquiring  National  Bank,  Tipton 

The  Citizens  National  Bank  of  Tipton,  Tipton  (7496) 

55,915 

December  31 

Citizens  National  Bank  of  Whitley  County,  Columbia  City 

Whitley  Service  National  Bank,  Columbia  City 

Citizens  National  Bank  of  Whitley  County,  Columbia  City  (15607) 

98,394 

December  31 

Citizens  National  Bank  of  Grant  County,  Marion 

Grant  Service  National  Bank,  Marion 

Citizens  National  Bank  of  Grant  County,  Marion  (15784) 

89,174 

December  31 

First  National  Bank  of  Madison  County,  Anderson 

Madison  Service  National  Bank,  Anderson 

First  National  Bank  of  Madison  County,  Anderson  (4675) 

1 14.046 

December  31 

The  Riddell  National  Bank  of  Brazil,  Indiana,  Brazil 

RNB  National  Bank,  Brazil 

The  Riddell  National  Bank,  Brazil  (5267) 

98,230 
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Mergers  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1986  -  continued 
_  (Dollar  amounts  in  thousands) 


Date 

Consummated 


KANSAS 


Merging  Banks 
Resulting  Bank 


Total  Assets 


September  29 


The  First  National  Bank  of  Hutchinson,  Hutchinson 
The  First  Interim  National  Bank  of  Hutchinson,  Hutchinson 
The  First  National  Bank  of  Hutchinson,  Hutchinson  (3180) 


155,481 


July  3 
July  31 
August  5 
October  6 

November  1 

July  1 
August  29 
October  1 

December  31 

December  31 

July  1 


KENTUCKY 

The  Union  National  Bank  and  Trust  Company  of  Barbourville,  Barbourville 
New  Union  National  Bank  and  Trust  Company  of  Barbourville,  Barbourville 
The  Union  National  Bank  and  Trust  Company  of  Barbourville,  Barbourville  (13906) 
Farmers  National  Bank  of  Williamsburg,  Williamsburg 
FNB  Bank,  National  Association,  Williamsburg 

Farmers  National  Bank,  Williamsburg  (7174) . 

Citizens  National  Bank,  Covington 
CN  Bank,  National  Association,  Ft  Wright 

Citizens  National  Bank,  Ft  Wright  (4260) . 

The  First  National  Bank  of  Falmouth,  Falmouth 

The  National  Acquisition  Bank  of  Falmouth,  Falmouth 

The  First  National  Bank  of  Falmouth,  Kentucky,  Falmouth  (11947) 

The  Harlan  National  Bank,  Harlan 

HNB  National  Bank,  Harlan 

The  Harlan  National  Bank,  Harlan  (12295) 

LOUISIANA 

First  National  Bank  in  Arcadia,  Arcadia 
FNB  National  Bank,  Arcadia 

First  National  Bank,  Bienville  Parish,  Arcadia  (14328) . 

First  National  Bank  of  St.  Charles  Parish,  Boutte 

First  National  Bank  of  Boutte,  Boutte 

The  First  National  Bank  of  St.  Charles  Parish,  Boutte  (16473) 

First  National  Bank  of  St.  Bernard  Parish,  Arabi 
New  First  National  Bank,  Arabi 

First  National  Bank  of  St.  Bernard  Parish,  Arabi  (15338) 

MARYLAND 

Eastern  Shore  National  Bank,  Pocomoke  City 
Pocomoke  City  National  Bank,  Pocomoke  City 

Eastern  Shore  National  Bank,  Pocomoke  City  (14106) . 

Frederick  County  National  Bank  of  Frederick,  Frederick 
Monocacy  National  Bank,  Frederick 

Frederick  County  National  Bank  of  Frederick,  Frederick  (13747) . 

MASSACHUSETTS 

National  Bank  of  Fairhaven,  Fairhaven 
Fairhaven  Bank,  National  Association,  Fairhaven 

National  Bank  of  Fairhaven,  Fairhaven  (490) . 


80,756 

68,158 

77,722 

26,599 

69,678 

35,430 

23,572 

71,637 

58,742 

150,102 

68,977 


July  31 


September  15 


December  31 


December  27 


September  8 


MICHIGAN 

The  First  National  Bank  of  Negaunee,  Negaunee 
New  National  Bank  of  Negaunee,  Negaunee 
The  First  National  Bank  of  Negaunee,  Negaunee  (3717) 
-irst  National  Bank  &  Trust  Company,  Sturgis 
-IBC  Service  Bank,  III,  National  Association,  Sturgis 
First  National  Bank  &  Trust  Company,  Sturgis  (14523)  . 
National  Bank  Wyandotte-Taylor,  Taylor 
Charter  National  Bank,  Taylor 

Charter  National  Bank,  Taylor  (13874) . 

MISSISSIPPI 

First  Columbus  National  Bank,  Columbus 
Interim  Columbus  National  Bank,  Columbus 
First  Columbus  National  Bank,  Columbus  (10738) 

NEW  HAMPSHIRE 

Merchants  National  Bank,  Dover 
First  Coastal  National  Bank,  Dover 
Merchants  National  Bank,  Dover  (5274) 


55,184 

86,840 

133,646 

154,286 

40,490 
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Consummated 

Merging  Banks 

Resulting  Bank 
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December  31 

NEW  JERSEY 

The  Penn's  Grove  National  Bank  and  Trust  Company,  Penn's  Grove 

Statewide  Interim  National  Bank,  Toms  River 

The  Penn’s  Grove  National  Bank  and  Trust  Company,  Penn's  Grove  (5387)  . 

61,522 

July  31 

NEW  YORK 

Essex  County-Champlam  National  Bank,  Willsboro,  Willsboro 

Essex  County-Champlain  Interim  National  Bank,  Willsboro 

Essex  County-Champlain  National  Bank,  Willsboro  (9405) . 

42,525 

September  2 

The  First  National  Bank  of  Downsville,  Downsville 

FNBD  National  Bank,  Downsville 

The  First  National  Bank  of  Downsville,  Downsville  (7878) . 

19,366 

September  30 

First  National  Bank  of  Cortland,  Cortland 

FNBC  National  Bank,  Cortland 

First  National  Bank  of  Cortland,  Cortland  (2272) . 

115,799 

August  21 

OHIO 

The  First  National  Bank  of  Pandora,  Pandora 

Pandora  Interim,  National  Association,  Pandora 

The  First  National  Bank  of  Pandora,  Pandora  (11343) . 

41,107 

October  1 

The  Citizens  National  Bank  of  Norwalk,  Norwalk 

The  CNB  National  Bank,  Norwalk 

The  Citizens  National  Bank  of  Norwalk,  Norwalk  (11275) . 

48,359 

December  15 

OREGON 

Rainier  Bank  Oregon,  National  Association,  Gresham 

Mount  Hood  Security  Bank,  Gresham 

Rainier  Bank  Oregon,  National  Association,  Gresham  (21294) . 

22,099 

July  1 

PENNSYLVANIA 

Citizens  National  Bank  in  Windber,  Windber 

The  Windber  Interim  National  Bank,  Windber 

Citizens  National  Bank  in  Windber,  Windber  (14082) . 

102,000 

July  1 

The  First  National  Bank  of  Saxton,  Saxton 

FNBS  National  Bank,  Saxton 

The  First  National  Bank  of  Saxton,  Saxton  (7229) . 

26,235 

July  1 

Peoples  National  Bank  of  Susquehanna  County,  Hallstead 

Hallstead  Interim  National  Bank,  Hallstead 

Peoples  National  Bank  of  Susquehanna  County,  Hallstead  (7702) 

65,454 

July  8 

The  Gettysburg  National  Bank,  Gettysburg 

Gettysburg  Bank,  National  Association,  Gettysburg 

The  Gettysburg  National  Bank,  Gettysburg  (611)  . 

161,576 

October  1 

The  Gratz  National  Bank,  Gratz 

The  Gratz  Interim  National  Bank,  Gratz 

The  Gratz  National  Bank,  Gratz  (14301)  . 

16,952 

October  31 

The  Neffs  National  Bank,  Neffs 

The  Neffs  Interim  National  Bank,  Neffs 

The  Neffs  National  Bank,  Neffs  (12471) . 

40,246 

November  30 

The  First  National  Bank  of  Pike  County,  Milford 

The  Interim  National  Bank  of  Pike  County,  Milford 

The  First  National  Bank  of  Pike  County,  Milford  (5496) 

82,855 

December  31 

The  Kishacoquillas  Valley  National  Bank  of  Belleville,  Belleville 

KVNB  National  Bank,  Belleville 

The  Kishacoquillas  Valley  National  Bank  of  Belleville,  Belleville  (10128) 

39,205 

October  24 

SOUTH  CAROLINA 

Williamsburg  First  National  Bank,  Kingstree 

New  Williamsburg  First  National  Bank,  Williamsburg 

Williamsburg  First  National  Bank,  Kingstree  (15589) 

31,656 

July  1 

TENNESSEE 

The  First  National  Bank  of  Crossville,  Crossville 

First  Crossville  Interim  National  Bank,  Crossville 

First  National  Bank  of  Crossville,  Crossville  (9809) 

93,377 
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Mergers  consummated  involving  a  single  operating  bank,  July  1  to  December  31,  1986  -  continued 
 (Dollar  amounts  in  thousands) 


Date 

Consummated 

Merging  Banks 

Resulting  Bank 

Total  Assets 

TEXAS 

Valley-Hi  National  Bank  of  San  Antonio,  San  Antonio 

New  Valley-Hi  National  Bank,  San  Antonio 

July  31 

Valley-Hi  National  Bank  of  San  Antonio,  San  Antonio  (14963) 

45,679 

August  22 

Fort  Hood  National  Bank,  Fort  Hood 

Fort  Hood  Bank  National  Association,  Fort  Hood,  Fort  Hood 

Fort  Hood  National  Bank,  Fort  Hood  (15606) 

44,418 

September  30 

Commercial  National  Bank,  San  Antonio 

Commercial  Interim  Bank,  National  Association,  San  Antonio 

Commercial  National  Bank,  San  Antonio  (18369) 

31,790 

Trinity  National  Bank,  Benbrook 

New  Trinity  National  Bank,  Benbrook 

November  5 

Trinity  National  Bank,  Benbrook,  Texas  Benbrook  (18246) 

VIRGINIA 

The  First  National  Bank  of  Saltville,  Saltville 

Bank  of  Saltville,  National  Association,  Saltville 

17,359 

September  22 

The  First  National  Bank  of  Saltville,  Saltville  (11265) 

37,719 

October  31 

The  National  Bank  of  Blacksburg,  Blacksburg 

National  Interim  Bank  of  Blacksburg,  Blacksburg 

The  National  Bank  of  Blacksburg  Blacksburg  (12229) 

100,943 

Tazewell  National  Bank,  Tazewell 

TNB  National  Bank,  Tazewell 

November  12 

Tazewell  National  Bank,  Tazewell  (6123) 

75,529 

December  8 

The  Riggs  National  Bank  of  Virginia,  Merrifield 

Guaranty  Bank  and  Trust  Company,  Merrifield 

The  Riggs  National  Bank  of  Virginia,  Merrifield  (21313) 

157,230 

TMB  National  Bank,  McLean 

The  McLean  Bank,  McLean 

December  31 

The  McLean  Bank  National  Association,  McLean  (21176) 

WASHINGTON 

Gig  Harbor  National  Bank,  Gig  Harbor 

New  Gig  Harbor  National  Bank,  Gig  Harbor 

101,049 

December  20 

Gig  Harbor  National  Bank,  Gig  Harbor  (21350) 

13,643 

December  30 

The  Baker-Boyer  National  Bank  of  Walla  Walla,  Walla  Walla 

The  First  Interim  National  Bank  of  Walla  Walla,  Walla  Walla 

Baker  Boyer  National  Bank,  Walla  Walla  (3956) 

WEST  VIRGINIA 

Boone  National  Bank  of  Madison,  Madison 

Boone  Interim  National  Bank,  Madison 

189,643 

September  30 

Boone  National  Bank,  Madison  (6510) 

85,571 

October  14 

The  Montgomery  National  Bank,  Montgomery 

MNB,  National  Association,  Montgomery 

The  Montgomery  National  Bank,  Montgomery  (5691) 

WISCONSIN 

First  National  Bank  of  Sturgeon  Bay,  Sturgeon  Bay 

FNSB  Bank,  National  Association,  Sturgeon  Bay 

69,785 

December  31 

First  National  Bank  of  Sturgeon  Bay,  Sturgeon  Bay  (15633) 

41,105 
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National  banks  converted  to  state  banks,  July  1  to  December  31,  1986 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective  date 

Total  assets 

ILLINOIS 

First  National  Bank  in  East  Peoria  (14010),  converted  to  First  Bank  in  East  Peoria,  East  Peoria 

December  31 

$  55,985 

Melrose  Park  National  Bank  (14453),  converted  to  Melrose  Park  Bank  and  Trust,  Melrose  Park 

August  18 

125,516 

Riverside  National  Bank  (14471),  converted  to  First  American  Bank  of  Riverside,  Riverside 

October  1 

75,661 

MICHIGAN 

American  National  Bank  in  West  Michigan  (16211),  converted  to  Old  Kent  Bank  of  Allegan, 
Allegan  . 

November  3 

40,076 

American  National  Bank  in  Battle  Creek  (16185),  converted  to  Old  Kent  Bank  of  Battle  Creek, 
Battle  Creek . 

November  3 

34,098 

NBD  Port  Fluron  Bank  (16612),  converted  to  Peoples  Bank  of  Port  Huron,  Port  Huron  . 

July  14 

25,148 

American  National  Bank  West  (16186),  converted  to  Old  Kent  Bank  of  South  Haven, 

South  Haven . 

November  3 

38,236 

Central  National  Bank  (15420),  converted  to  Old  Kent  Bank  of  St.  Johns,  St.  Johns 

November  3 

68,631 

American  Bank  Three  Rivers,  N.A.  (15889),  converted  to  Old  Kent  Bank  of  Three  Rivers, 

Three  Rivers . 

November  3 

30,591 

MISSOURI 

Exchange  National  Bank  of  Howard  County,  New  Franklin  (17311),  converted 
to  Exchange  Bank  of  Missouri,  Fayette . 

October  31 

12,559 

First  National  Bank  of  Gladstone  (15115),  converted  to  First  Bank  of  Gladstone, 

September  5 

125,931 

Central  National  Bank  of  Missouri  (16973),  converted  to  Central  Bank  of  Missouri, 

November  14 

22,521 

SOUTH  DAKOTA 

BankWest,  N.A.  (4104),  converted  to  BankWest,  Inc.,  Pierre . 

September  29 

142,072 

TEXAS 

First  National  Bank  of  Celeste  (5324),  converted  to  The  First  Bank  of  Celeste,  Celeste 

September  18 

19,159 

First  National  Bank  at  Farmersville  (14212),  converted  to  First  Bank  of  Farmersville, 

September  19 

40,665 

Security  National  Bank  Whitesboro  (14431),  converted  to  Security  Bank  of  Whitesboro  . 

September  19 

44,951 

WYOMING 

First  Wyoming  Bank,  N.A.  (17865),  converted  to  First  Wyoming  Bank-Big  Piney, 

December  23 

25,059 

First  Wyoming  Bank,  N.A.  (15189),  converted  to  First  Wyoming  Bank-East  Cheyenne, 

December  23 

38,329 

First  Wyoming  Bank,  N.A.  Cheyenne  (14889),  converted  to  First  Wyoming 

December  23 

69,601 

First  Wyoming  Bank,  N  A. -Green  River  (17316),  converted  to  First  Wyoming 

December  23 

1,392 

First  Wyoming  Bank,  N  A. -Jackson  (15903),  converted  to  First  Wyoming  Bank-Jackson 

December  23 

38,688 

First  Wyoming  Bank,  N.A.-Kemmerer  (5480),  converted  to  First  Wyoming  Bank- 

nprpmhpr 

53,123 

First  Wyoming  Bank,  N.A. -Lander  (4720),  converted  to  First  Wyoming  Bank- 

Ppr.pmher  23 

48,136 

First  Wyoming  Bank,  N.A. -Laramie  (17866),  converted  to  First  Wyoming  Bank- 

December  23 

53,486 

First  Wyoming  Bank,  N.A. -Lusk  (14683),  converted  to  First  Wyoming  Bank- 

December  23 

21,013 

First  Wyoming  Bank,  N.A.-Meeteetse  (6340),  converted  to  First  Wyoming  Bank- 

December  23 

8.463 

First  Wyoming  Bank,  N  A  -Rawlins  (4320),  converted  to  First  Wyoming  Bank 

December  23 

36.987 

First  Wyoming  Bank,  N.A.-Riverton  (20965),  converted  to  First  Wyoming  Bank-Riverton, 

December  23 

41,697 

First  Wyoming  Bank,  N.A. -Rock  Springs  (16454),  converted  to  First  Wyoming  Bank- 

December  23 

18,188 

First  Wyoming  Bank,  N.A. -Torrington  (17086),  converted  to  First  Wyoming  Bank- 

December  23 

14,705 

Torrington,  Torrington . 
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National  banks  merged  into  state  banks,  July  1  to  December  31,  1986 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 


CALIFORNIA 

First  National  Bank,  Chico  (9713),  merged  into  First  Interstate  Central  Bank,  Chico 
independent  National  Bank,  Covina  (17944).  merged  into  Chino  Valley  Bank,  Chino  ,  ,  .  . 

National  Intercity  Bank,  Santa  Clara  (17923),  merged  into  Silicon  Valley  Bank,  Santa  Clara 

COLORADO 

Landmark  National  Bank,  Denver  (17888),  merged  into  Omnibank  Leetsdale,  Denver . 

United  Bank  of  South  Park,  N.A.,  Littleton  (17433),  merged  into  United  Bank  of  Littleton,  Littleton 

CONNECTICUT 

Gateway  National  Bank,  Fairfield  (16290),  merged  into  Gateway  Bank,  South  Norwalk 
INDIANA 

United  Bank  of  Indiana,  N.A.,  Clarksville  (16782),  merged  into  Indiana  Southern  Bank,  Sellersburg 
First  National  Bank  of  Mays,  Mays  (8700),  merged  into  Farmers  State  Bank  Rush  County,  Carthage 
Washington  National  Bank,  Washington  (2043),  merged  into  United  Southwest  Bank,  Washington 

IOWA 

First  National  Bank  of  Prairie  City,  Prairie  City  (10904),  merged  into  Security  Bank,  Marshalltown  ... 
KENTUCKY 

Mercer  County  National  Bank,  Harrodsburg  (13612),  merged  into  Citizens  Fidelity 
Bank  and  Trust  Company,  Mercer  County,  Harrodsburg . 

MICHIGAN 

American  National  Bank  and  Trust  Company  of  Michigan,  Kalamazoo  (13820),  merged  into  Old  Kent 

Bank  of  Michigan,  Kalamazoo . 

American  Bank  of  Niles,  N.A.,  Niles  (15822),  merged  into  Old  Kent  Bank 

Southwest,  Niles . 

The  American  National  Bank  in  Portage,  Portage  (15938),  merged  into  Old  Kent  Bank 
of  Michigan,  Kalamazoo . 

MINNESOTA 

First  National  Bank  of  Stewartville,  Stewartville  (13615),  merged  into  Marquette  Bank 
Rochester,  Rochester . 

MISSISSIPPI 

Peoples  Bank  of  Mississippi,  N.A.,  Union,  Meridian  (16194),  merged  into  Depositors  Savings  Bank, 
Jackson  . 

MISSOURI 

Mercantile  National  Bank  Clay  County,  Kansas  City  (16427),  merged  into  Mercantile 

Bank  of  Kansas  City,  Kansas  City . 

Union  National  Bank,  Kansas  City  (15083),  merged  into  Union  Bank,  Kansas  City . 

Ludlow  National  Bank,  Ludlow  (13293),  merged  into  Citizens  Bank  and  Trust  Company,  Chillicothe . 
First  Missouri  Bank  of  St.  Peters,  N.A.,  St.  Peters  (17913),  merged  into  First  Bank  and  Trust 
Company,  Creve  Coeur . 

NEW  HAMPSHIRE 

Cheshire  National  Bank  Keene,  Keene  (559),  merged  into  First  Cheshire  Bank,  Keene 
NEW  MEXICO 

New  Mexico  National  Bank  Albuquerque,  Albuquerque  (17879),  merged  into  First  Interstate 
Bank  of  Albuquerque,  Albuquerque 

SOUTH  CAROLINA 

First  National  Bank  of  Sharon,  Sharon  (9533),  merged  into  First-Citizens  Bank  and  Trust 
Company  of  South  Carolina 


Effective 

date 

Total 
assets  of 
national 
banks 

November 

20 

$62,962 

October 

9 

28,334 

December 

2 

54,130 

December 

18 

12,879 

September 

1 

14,263 

December 

10 

60,846 

November 

21 

37,352 

July 

21 

9,870 

August 

29 

35,102 

July 

24 

18,948 

December 

29 

45,782 

November 

3 

420,544 

November 

3 

24,906 

November 

3 

33,334 

December 

4 

18,475 

July 

31 

268,046 

November 

13 

31,649 

October 

31 

14,125 

December 

4 

10,737 

July 

1 

9,396 

December 

31 

72,390 

July 

17 

159,298 

July 

3 

12,369 
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National  banks  merged  into  state  banks,  July  1  to  December  31,  1986  (continued) 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective 

date 

Total 
assets  of 
national 
banks 

TEXAS 

Texana  National  Bank  of  College  Station,  College  Station  (17993),  merged  into  First 

State  Bank  in  Caldwell,  Caldwell  . 

Century  National  Bank,  Houston  (17527),  merged  into  Sterling  Bank-Willowbrook,  Harris  County  . 

Lago  Vista  National  Bank,  Lago  Vista  (17680),  merged  into  Greater  Texas  Bank 

Leander,  Leander . 

November  20 
October  2 

December  18 

12,085 

15,522 

1 1 ,862 

WYOMING 

First  Wyoming  Bank,  N.A.,  Sheridan  (16365),  merged  into  First  Wyoming  Bank- 
Sheridan.  Sheridan . 

July  17 

15,729 

National  banks  liquidated  under  emergency  procedures,  July  1  to  December  31,  1986 

(Dollar  amounts  in  thousands) 


Title  and  location  of  bank 

Effective  date 

Total  assets 

COLORADO 

First  National  Bank,  Rifle  (13536) . 

August  21 

$17,588 

OKLAHOMA 

First  National  Bank  in  Cordell,  Cordell  (12299) . 

July  31 

23,026 

First  National  Bank  and  Trust  Company  of  Enid,  Enid  (9586) 

November  6 

100,1 15 

TEXAS 

National  Bank  of  Texas,  Austin  (16355)  . 

July  2 

33,378 

WYOMING 

American  National  Bank  of  Eastridge,  Casper  (18093) . 

August  28 

4,367 

185 


Assets,  liabilities  and  capital  accounts  of  national  banks,  September  30,  1985,  and  September  30,  1986 

(Dollar  amounts  in  millions) 


Sept.  30,  1985 
4,965  banks 

Sept  30,  1986 
4,916  banks * 

Change  Sept  30,  1985— 
Sept.  30,  1986 

Fully  consolidated 

Consolidated 
foreign  and 
domestic 

Consolidated 
foreign  and 
domestic 

Amount 

Percent 

Assets 

Cash  and  balances  due  from  depository  institutions: 

Noninterest-bearing  balances  and  currency  and  coin 

$  113,798 

$  115,209 

$  1,411 

1  2 

Interest-bearing  balances 

91,279 

86,812 

-4,467 

-4  9 

Securities . 

Federal  funds  sold  and  securities  purchased  under  agreements  to 

226,147 

273,383 

47,236 

20.9 

resell  . 

71,995 

71,905 

-90 

-0.1 

Loans  and  leases,  net  of  unearned  income 

970,706 

1,033,493 

62,787 

6  5 

Less  allowance  for  loan  and  lease  losses 

13,785 

17,441 

3,656 

26  5 

Less  allocated  transfer  risk  reserve 

31 

86 

55 

177.4 

Net  loans  and  leases 

956,890 

1,015,966 

59,076 

6.2 

Premises  and  fixed  assets 

23,797 

25,276 

1,479 

6  2 

Other  real  estate  owned 

3,870 

4,807 

937 

24  2 

Other  assets . 

77,002 

73,569 

-3,433 

-4.5 

Total  assets . 

1,564,779 

1,666,927 

102,148 

6.5 

Liabilities 

Noninterest-bearing  deposits  in  domestic  offices 

252,515 

260,986 

8,471 

3.4 

Interest-bearing  deposits  in  domestic  offices 

736,397 

791,980 

55,583 

7.5 

Total  domestic  deposits  . 

988,912 

1,052,966 

64,054 

6.5 

Noninterest-bearing  deposits  in  foreign  offices 

9,667 

9,375 

-292 

-3.0 

Interest-bearing  deposits  in  foreign  offices  .  .  . 

201,759 

199,138 

-2,621 

-1.3 

Total  foreign  deposits . 

211,425 

208,513 

-2,912 

-1.4 

Total  deposits . 

1,200,337 

1,261,479 

61,142 

5.1 

Federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase 

135,990 

157,925 

21,935 

16  1 

Interest-bearing  demand  notes  issued  to  the  U  S  Treasury 

9,430 

16,810 

7,380 

78.3 

Other  liabilities  for  borrowed  money 

41,345 

48,373 

7,028 

17.0 

Mortgage  indebtedness  and  liability  for  capitalized  leases 

1,581 

1,529 

-52 

-3.3 

Subordinated  notes  and  debentures 

8,002 

9,667 

1,665 

20.8 

All  other  liabilities  . 

73,505 

70,038 

-3,467 

-4.7 

Total  liabilities . 

1,470,190 

1,565,822 

95,632 

6.5 

Limited-life  preferred  stock 

64 

71 

7 

10.9 

Equity  capital 

Perpetual  preferred  stock 

358 

711 

353 

98.6 

Common  stock 

16,550 

16,409 

-141 

-0.9 

Surplus . 

29,490 

31,634 

2,144 

7.3 

Undivided  profits  and  capital  reserves.  .  . 

48,470 

52,586 

4,116 

8.5 

Cumulative  foreign  currency  translation  adjustments 

-343 

-307 

36 

-10  5 

Total  equity  capital 

94,525 

101,034 

6,509 

6.9 

Total  liabilities,  limit ed-life  preferred  stock,  and  equity  capital 

1,564,779 

1,666,927 

102,148 

6.5 

'Does  not  include  the  nonnational  bank  in  the  District  of  Columbia 
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Year-to-date  income  and  expenses  of  foreign  and  domestic  offices  and  subsidiaries 

of  national  banks,  September  30,  1986 

(Dollar  amounts  in  millions) 


Interest  income: 

Interest  and  fee  income  on  loans  . 

Income  from  lease  financing  receivables  . 

Interest  income  on  balances  due  from  depository  institutions  . 

Interest  and  dividend  income  on  securities . 

Interest  income  from  assets  held  in  trading  accounts  . 

Interest  income  from  federal  funds  sold  and  securities  purchased  under  agreements  to 
resell . 

Total  interest  income  . 

Interest  expense: 

Interest  on  deposits . 

Expense  of  federal  funds  purchased  and  securities  sold  under  agreements  to 

repurchase  . 

Interest  on  demand  notes  issued  to  the  U  S.  Treasury  and  on  other  borrowed  money 

Interest  on  mortgage  indebtedness  and  obligations  under  capitalized  leases . 

Interest  on  notes  and  debentures  subordinated  to  deposits  . 

Total  interest  expense . 

Net  interest  income . 

Provision  for  loan  and  lease  losses . 

Provision  for  allocated  transfer  risk . 

Noninterest  income: 

Service  charges  on  deposit  accounts . 

Other  noninterest  income . 

Total  noninterest  income  . 

Gains  and  losses  on  securities  not  held  in  trading  accounts . 

Noninterest  expense: 

Salaries  and  employee  benefits . 

Expenses  of  premises  and  fixed  assets  (net  of  rental  income) . 

Other  noninterest  expense . 

Total  noninterest  expense . 

Income  (loss)  before  income  taxes  and  extraordinary  items  and  other  adjustments 

Applicable  income  taxes . 

Income  before  extraordinary  items  and  other  adjustments  . 

Extraordinary  items  and  adjustments,  net  of  taxes . 

Net  income  . 

Total  cash  dividends  declared  . 

Recoveries  credited  to  allowance  for  possible  loan  losses 

Losses  charged  to  allowance  for  possible  loan  losses . 

Net  loan  losses  . 

Ratio  to  total  operating  income: 

Interest  on  deposits . 

Other  interest  expense . 

Salaries  and  employee  benefits . 

Other  noninterest  expense . 

Total  operating  expenses . 

Ratio  of  net  income  (annualized)  to: 

Total  assets  (end  of  period) . 

Total  equity  capital . . 


4,916  banks’ 

Consolidated 
foreign  and 
domestic 

Percent 

distribution 

$  80,953 

75.3 

1,336 

1.2 

5,132 

4.8 

14,894 

13  8 

1,344 

1.2 

3,901 

3.6 

107,561 

99.9 

52,740 

80  4 

8,174 

12.5 

3,985 

6.1 

128 

0.2 

574 

0.9 

65,601 

100.1 

41,959 

10,262 

32 

3,486 

20.9 

13,217 

79.1 

16,704 

1000 

1,765 

19,157 

47.6 

6,517 

16.2 

14,560 

36.2 

40,234 

100  0 

9,900 

2,740 

7,160 

120 

7,280 

3,390 

1,438 

8,724 

7,287 

42.4 

10.3 

15  4 

17.0 

85.2 

0  58 

9.61 

‘Does  not  include  the  nonnational  bank  in  the  District  of  Columbia. 
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Domestic  office  deposits  of  national  banks,  by  states,  September  30,  1986 

(Dollar  amounts  in  millions) 


Total  demand 
deposits  at 
domestic 
offices 

NOW 

and 

automatic 

transfer 

accounts 

Non¬ 

transaction 

savings 

accounts 

Time 

certificates 
of  deposit 
of  $100,000 
or  more 

Other 
large  time 
deposits 

All  other 
time  de¬ 
posits  at 
domestic 
offices 

Total 
deposits 
at  foreign 
offices 

Total 

consoli¬ 

dated 

deposits 

Brokered 

deposits 

All  national  banks 

$255,398 

$84,326 

$296,595 

$158,161 

$19,670 

$238,896 

$208,513 

$1,261,559 

$18,783 

Alabama 

2,121 

888 

1,734 

1,697 

152 

2,861 

250 

9,704 

497 

Alaska 

653 

115 

583 

336 

1 

171 

3 

1  863 

o 

Arizona . 

3,084 

959 

4,443 

2,030 

4 

3,610 

25 

14,155 

17 

Arkansas 

1,646 

1,000 

1,923 

1,130 

43 

2,558 

1 

8  302 

7 

California . 

33,207 

10,591 

40,058 

18,358 

1,877 

20,983 

39,542 

164,616 

2,729 

Colorado 

3,965 

1,557 

4,142 

2,109 

216 

2,339 

144 

14  472 

14 

Connecticut . 

4,477 

1,090 

3,432 

759 

405 

2,695 

364 

13,223 

21 1 

Delaware 

265 

62 

1,758 

2,210 

0 

756 

121 

5  172 

321 

District  of  Columbia* 

2,929 

875 

4,033 

1,715 

28 

957 

2,201 

12,738 

284 

Florida 

12,955 

5,955 

18,796 

6,344 

410 

11,948 

542 

56,949 

293 

Georgia 

5,848 

1,391 

5,260 

1,994 

206 

4,255 

745 

19,699 

244 

Hawaii . 

44 

25 

58 

31 

0 

22 

0 

179 

0 

Idaho  . 

760 

476 

1,313 

336 

4 

1,607 

0 

4,497 

33 

Illinois  . 

13,352 

3,697 

13,705 

9,531 

2,004 

13,885 

23,883 

80,056 

1,042 

Indiana  . 

3,905 

1,893 

4,899 

2,385 

57 

6,863 

222 

20,224 

32 

Iowa . 

1,545 

817 

1,612 

448 

2 

3,072 

0 

7,496 

54 

Kansas  . 

1,698 

930 

2,126 

1,152 

73 

2,920 

0 

8,900 

35 

Kentucky . 

2,329 

1,131 

2,028 

1,158 

30 

3,361 

78 

10,115 

238 

Louisiana 

3,360 

999 

4,551 

3,630 

18 

3,055 

117 

15,730 

235 

Maine 

461 

225 

800 

125 

6 

515 

0 

2,132 

11 

Maryland 

4,108 

737 

4,545 

871 

8 

3,051 

753 

14,073 

206 

Massachusetts 

7,658 

1,800 

9,219 

4,272 

743 

2,611 

6,551 

32,854 

909 

Michigan . 

7,145 

1,957 

9,513 

3,004 

140 

8,269 

1,856 

31,884 

159 

Minnesota . 

6,014 

2,099 

4,510 

5,306 

665 

5,991 

1,913 

26,497 

1,912 

Mississippi . 

1,408 

567 

1,552 

1,097 

7 

2,205 

1 

6,806 

0 

Missouri . 

5,719 

1,837 

4,391 

2,907 

330 

4,880 

636 

20,700 

175 

Montana 

563 

388 

871 

239 

1 

1,220 

0 

3,282 

1 

Nebraska . 

1,498 

991 

1,491 

468 

4 

3,188 

0 

7,641 

2 

Nevada  . 

918 

375 

915 

865 

0 

564 

0 

3,637 

53 

New  Hampshire 

585 

412 

1,026 

270 

2 

678 

0 

2,972 

30 

New  Jersey . 

11,134 

2,725 

13,369 

3,169 

138 

8,393 

533 

39,461 

178 

New  Mexico 

910 

605 

1,271 

860 

24 

1,116 

0 

4,786 

0 

New  York 

31,447 

5,433 

36,396 

10,720 

6,242 

16,702 

108,562 

215,502 

1,062 

North  Carolina 

5,820 

2,099 

7,412 

3,159 

281 

6,024 

1,517 

26,313 

576 

North  Dakota 

364 

393 

482 

175 

0 

1,166 

0 

2,580 

3 

Ohio . 

9,938 

4,464 

14,607 

4,806 

324 

15,181 

722 

50,042 

161 

Oklahoma 

2,869 

1,394 

2,790 

4,058 

51 

4,307 

96 

15,565 

174 

Oregon  . 

2,118 

1,223 

3,559 

694 

0 

2,431 

22 

10,047 

240 

Pennsylvania 

14,032 

4,083 

19,412 

9,392 

767 

15,646 

6,646 

69,979 

2,768 

Rhode  Island 

951 

351 

1,816 

1,166 

425 

1,483 

867 

7,059 

603 

South  Carolina 

1,935 

1,023 

2,288 

556 

4 

1,913 

0 

7,719 

3 

South  Dakota 

458 

499 

803 

1,469 

2 

2,036 

0 

5,266 

931 

Tennessee 

3,816 

1,846 

3,144 

2,142 

37 

5,228 

153 

16,336 

71 

Texas 

21,568 

6,670 

15,981 

31,890 

3,466 

16,779 

7,977 

104,333 

1,464 

Utah 

1,100 

457 

1,205 

894 

4 

1,321 

74 

5,056 

6 

Vermont 

247 

144 

506 

81 

7 

451 

0 

1,437 

1 

Virginia 

3,195 

1,561 

3,821 

1,746 

198 

5,282 

26 

15,830 

330 

Washington 

4,953 

1,711 

6,263 

2,454 

51 

5,095 

1,077 

21,605 

313 

West  Virginia 

1,124 

599 

2,035 

553 

9 

2,867 

0 

7,187 

20 

Wisconsin 

2,795 

873 

3,571 

1,148 

34 

3,751 

295 

12,465 

127 

Wyoming 

399 

327 

604 

239 

169 

628 

0 

2,367 

0 

Puerto  Rico 

4 

4 

1 

14 

0 

5 

0 

27 

10 

‘Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
Note  Figures  may  not  add  to  totals  due  to  rounding 
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Domestic  office  loans  of  national  banks  by  states,  September  30,  1986 

(Dollar  amounts  in  millions) 


Total 

loans, 

gross 

Loans 
secured 
by  real 
estate 

Loans  to 
financial 
institutions 

Loans  to 
farmers 

Commercial 

and 

industrial 

loans 

Personal 
loans  to 
individuals 

Other 

loans 

Total  loans 
less  un¬ 
earned 
income 

Total 
loans  at 
foreign 
offices 

All  national  banks 

$1,043,144 

$279,178 

$20,823 

$15,114 

$274,062 

$195,914 

$101,864 

$1,033,536 

$156,179 

Alabama . 

7,667 

2,218 

163 

51 

2,453 

1,806 

948 

7,510 

28 

Alaska . 

1,490 

547 

0 

1 

548 

159 

230 

1,489 

5 

Arizona . 

1 1 ,293 

3,902 

210 

488 

2,970 

2  '13 

776 

11,274 

29 

Arkansas  . 

5,391 

2,031 

94 

201 

1,610 

1,145 

303 

5,312 

8 

California . 

142,555 

43,222 

1,508 

2,230 

28,185 

22,219 

10,527 

142,431 

34,663 

Colorado 

10,052 

3,425 

62 

459 

3,206 

2,074 

818 

10,032 

10 

Connecticut . 

10,964 

3,996 

46 

18 

3,582 

2,524 

652 

10,813 

146 

Delaware . 

12,097 

521 

0 

1 

377 

11,054 

143 

12,096 

0 

District  of  Columbia* 

9,593 

3,052 

424 

1 

2,799 

886 

1,535 

9,544 

897 

Florida . 

42,575 

17,389 

429 

153 

9,350 

11,585 

3,391 

41,664 

278 

Georgia . 

17,162 

4,722 

87 

76 

5,079 

4,204 

2,727 

17,045 

268 

Hawaii . 

119 

65 

0 

0 

38 

14 

1 

119 

0 

Idaho . 

3,528 

883 

22 

389 

946 

1,027 

260 

3,509 

0 

Illinois  . 

62,458 

11,570 

650 

1,012 

21,029 

8,215 

6,830 

62,075 

13,153 

Indiana  . 

14,798 

4,487 

383 

326 

3,794 

3,796 

1,869 

14,658 

143 

Iowa . 

4,330 

1,264 

56 

533 

1,002 

1,027 

438 

4,314 

10 

Kansas  . 

5,202 

1,420 

37 

703 

1,630 

1,052 

360 

5,179 

0 

Kentucky . 

7,882 

2,265 

46 

152 

2,371 

1,767 

1,225 

7,778 

57 

Louisiana . 

10,829 

3,424 

56 

74 

3,528 

2,234 

1,273 

10,713 

239 

Maine  . 

1,681 

726 

0 

11 

480 

321 

144 

1,679 

0 

Maryland . 

11,745 

3,187 

266 

36 

2,886 

3,255 

1,434 

11,712 

681 

Massachusetts . 

32,835 

8,561 

557 

21 

12,124 

3,547 

3,082 

32,627 

4,943 

Michigan . 

23,141 

6,543 

285 

139 

8,257 

4,271 

2,730 

23,086 

917 

Minnesota . 

21,680 

4,429 

162 

628 

8,219 

3,258 

3,952 

21,555 

1,031 

Mississippi . 

4,670 

1,603 

132 

101 

1,127 

1,314 

394 

4,519 

0 

Missouri . 

15,013 

4,692 

476 

267 

4,118 

3,165 

2,012 

14,932 

283 

Montana . 

2,134 

522 

43 

320 

666 

491 

93 

2,116 

0 

Nebraska . 

4,768 

1,014 

124 

1,031 

1,028 

1,119 

455 

4,762 

0 

Nevada  . 

4,464 

863 

79 

15 

632 

2,721 

153 

4,464 

0 

New  Hampshire  .  . 

2,454 

957 

2 

1 

663 

693 

138 

2,438 

0 

New  Jersey . 

30,457 

11,746 

890 

10 

9,089 

5,798 

2,695 

30,018 

227 

New  Mexico . 

3,170 

1,118 

16 

135 

986 

803 

111 

3,129 

0 

New  York  . 

184,936 

28,456 

6,996 

392 

29,729 

17,769 

13,513 

181,688 

88,081 

North  Carolina . 

24,387 

7,150 

523 

163 

7,862 

4,864 

3,223 

24,354 

602 

North  Dakota . 

1,644 

441 

13 

282 

489 

327 

92 

1,642 

0 

Ohio . 

40,643 

10,730 

460 

340 

11,629 

12,590 

4,491 

40,204 

404 

Oklahoma . 

9,400 

3,524 

116 

515 

2,783 

1,478 

980 

9,332 

4 

Oregon . 

8,304 

2,306 

90 

242 

2,997 

1,650 

926 

8,254 

93 

Pennsylvania . 

59,569 

12,148 

2,994 

175 

20,613 

8,946 

10,860 

58,995 

3,830 

Rhode  Island 

6,330 

2,392 

201 

2 

2,059 

867 

612 

6,313 

197 

South  Carolina  . 

6,350 

1,830 

131 

48 

1,733 

1,910 

697 

6,202 

0 

South  Dakota 

11,446 

514 

47 

400 

607 

9,702 

176 

11,421 

0 

Tennessee  . 

12,302 

3,714 

299 

123 

3,692 

2,728 

1,740 

12,163 

6 

Texas . 

85,054 

31,240 

1,316 

1,524 

31,104 

9,389 

7,169 

84,346 

3,313 

Utah . 

4,250 

1,546 

3 

80 

1,082 

1,033 

506 

4,236 

0 

Vermont . 

1,109 

556 

20 

11 

283 

197 

41 

1,109 

0 

Virginia  . 

14,173 

4,854 

23 

127 

3,224 

4,436 

1,502 

13,813 

8 

Washington . 

20,007 

6,085 

173 

728 

5,334 

4,224 

2,104 

19,972 

1,358 

West  Virginia . 

4,273 

1,770 

6 

13 

755 

1,505 

224 

4,172 

0 

Wisconsin 

9,451 

3,136 

105 

225 

2,865 

1,579 

1,273 

9,414 

269 

Wyoming . 

1,302 

418 

4 

143 

438 

261 

37 

1,296 

0 

Puerto  Rico . 

21 

5 

0 

0 

12 

4 

0 

21 

0 

'Includes  national  and  nonnational  banks  in  the  District  of  Columbia,  all  of  which  are  supervised  by  the  Comptroller  of  the  Currency 
Note  Figures  may  not  add  to  totals  due  to  rounding. 
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Outstanding  balances,  credit  cards  and  related  plans  of  national  banks,  September  30,  1986 

(Dollar  amounts  in  thousands) 


All  national  banks . 

Alabama  . 

Alaska  . 

Arizona  . 

Arkansas  . 

California . 

Colorado . 

Connecticut . 

Delaware . 

District  of  Columbia . 

Florida . 

Georgia  . 

Hawaii . 

Idaho  . 

Illinois . 

Indiana . 

Iowa . 

Kansas . 

Kentucky . 

Louisiana . 

Maine . 

Maryland . 

Massachusetts . 

Michigan . 

Minnesota . 

Mississippi . 

Missouri . 

Montana  . 

Nebraska . 

Nevada  . 

New  Hampshire  . 

New  Jersey . 

New  Mexico  . 

New  York . 

North  Carolina . 

North  Dakota . 

Ohio  . 

Oklahoma  . 

Oregon  . 

Pennsylvania . 

Rhode  Island . 

South  Carolina  . 

South  Dakota . 

Tennessee  . 

Texas  . 

Utah 

Vermont 

Virginia 

Washington . 

West  Virginia 
Wisconsin 
Wyoming 
Puerto  Rico 

District  of  Columbia— All* 

'Includes  the  nonnational  bank  in  the  District  of  Columbia  which 


Total 

number 

of 

national 

banks 

Credit  cards  and  other 
related  credit  plans 

Number  of 
national  banks 

Outstanding 

volume 

4,917 

2,419 

$66,360,271 

52 

13 

231,997 

5 

3 

62,060 

15 

12 

717,151 

82 

11 

141,224 

171 

154 

10,298,307 

245 

213 

731,259 

17 

11 

471,307 

16 

15 

10,567,951 

19 

17 

140,424 

175 

73 

2,151,159 

56 

34 

1,322,497 

3 

1 

2,784 

7 

7 

163,175 

398 

186 

3,532,112 

106 

79 

820,203 

105 

55 

313,061 

169 

44 

212,805 

77 

35 

161,232 

71 

24 

435,072 

7 

6 

57,473 

24 

15 

1,694,383 

50 

40 

957,340 

117 

90 

1,205,827 

214 

150 

406,719 

32 

8 

71,556 

110 

57 

911,174 

58 

33 

42,398 

118 

37 

413,776 

6 

4 

2,270,013 

22 

18 

239,028 

68 

48 

830,784 

42 

12 

199,488 

106 

61 

4,274,409 

16 

15 

1,350,915 

43 

24 

27,104 

141 

99 

2,832,287 

225 

66 

207,553 

8 

5 

501,958 

180 

67 

1,105,746 

5 

3 

215,202 

21 

16 

357,991 

25 

12 

9,172,538 

59 

22 

539,604 

1,073 

317 

408,354 

7 

4 

176,778 

12 

3 

33,013 

46 

20 

1,081,116 

23 

11 

1,736,844 

97 

25 

75,701 

117 

99 

470,384 

54 

43 

13,485 

1 

1 

3,239 

20 

18 

140,735 

is  supervised  by  the  Comptroller  of  the  Currency 
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National  banks  engaged  in  lease  financing,  September  30,  1986 

(Dollar  amounts  in  thousands) 


Total  number 
of  national 
banks 

Number  of  banks 
engaged  in  lease 
financing 

Amounts  of  lease 
financing  at 
domestic  offices 

All  national  banks  . 

4,917 

1,130 

$15,244,276 

Alabama . 

52 

6 

52,978 

Alaska . 

5 

2 

6,014 

Arizona . 

15 

2 

179,076 

Arkansas  . 

82 

26 

18,467 

California . 

171 

55 

3,554,809 

Colorado . 

245 

85 

134,047 

Connecticut . 

17 

2 

1,809 

Delaware . 

16 

1 

19,380 

District  of  Columbia  . 

19 

7 

58,495 

Florida . 

175 

30 

223,229 

Georgia . 

56 

18 

332,191 

Hawaii . 

3 

1 

831 

Idaho . 

7 

3 

83,845 

Illinois  . 

398 

93 

84,961 

Indiana  . 

106 

40 

318,084 

Iowa  . 

105 

22 

12,944 

Kansas  . 

169 

35 

39,869 

Kentucky . 

77 

22 

147,864 

Louisiana . 

71 

11 

69,683 

Maine  . 

7 

2 

9,413 

Maryland . 

24 

6 

287,456 

Massachusetts  . 

50 

18 

1,172,032 

Michigan . 

117 

23 

250,628 

Minnesota . 

214 

76 

212,077 

Mississippi . 

32 

3 

12,810 

Missouri . 

110 

33 

194,789 

Montana . 

58 

12 

1,632 

Nebraska  . 

118 

38 

65,594 

Nevada  . 

6 

2 

15,894 

New  Hampshire . 

22 

4 

9,679 

New  Jersey . 

68 

19 

240,524 

New  Mexico . 

42 

19 

18,437 

New  York  . 

106 

26 

2,406,483 

North  Carolina  . 

16 

6 

707,287 

North  Dakota  . 

43 

17 

9,361 

Ohio  . 

141 

63 

1,016,461 

Oklahoma . 

225 

52 

18,212 

Oregon  . 

8 

2 

316,459 

Pennsylvania . 

180 

24 

1,176,534 

Rhode  Island  . 

5 

2 

427,123 

South  Carolina 

21 

5 

60,262 

South  Dakota . 

25 

9 

1,539 

Tennessee  . 

59 

26 

92,634 

Texas  . 

1,073 

112 

401,062 

Utah  . 

7 

3 

118,696 

Vermont  . 

12 

0 

0 

Virginia  . 

46 

8 

204,341 

Washington . 

23 

8 

357,981 

West  Virginia . 

97 

9 

3,983 

Wisconsin . 

117 

31 

94,927 

Wyoming . 

54 

11 

1,390 

Puerto  Rico . 

1 

0 

0 

District  of  Columbia— all*  . 

20 

7 

58,495 

'Includes  the  nonnational  bank  in  the  District  of  Columbia  which  is  supervised  by  the  Comptroller  of  the  Currency 
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Total  loans  and  leases  past  due  at  national  banks,  by  states,  September  30,  1986 


(Dollar  amounts  in  millions) 


Number 

of 

banks 

Type  of  loan 

Real  estate 

Commercial  and 
industrial 

Personal 

All  other 

Total 

domestic 

loans 

Foreign 

Reporting  national  banks . 

4,917 

$13,146.6 

$13,942.1 

$6,568  38 

$5,410.52 

$42,110.2 

$7,882.13 

Alabama . 

52 

36  2 

50.6 

56  97 

15.75 

172.8 

0.00 

Alaska  . 

5 

39.0 

35.2 

3.73 

29.37 

114  1 

0.50 

Arizona . 

15 

206.4 

130.4 

80.39 

72.89 

492.8 

6.08 

Arkansas 

82 

116.9 

60  4 

38  24 

64.84 

333  9 

0.00 

California . 

171 

2,761  3 

2,771  4 

729  74 

1,070.97 

7,402.3 

1,737.77 

Colorado 

245 

196  3 

129.4 

63.99 

200.57 

777.6 

0  00 

Connecticut . 

17 

137.1 

139.3 

59.52 

12.35 

349.8 

17.65 

Delaware 

16 

21.8 

7.7 

525.53 

1.66 

560.9 

0  00 

District  of  Columbia 

20 

91.6 

91.3 

14  50 

21.21 

221.9 

32.89 

Florida 

175 

695.1 

283  9 

235.67 

79.58 

1,339.6 

10.52 

Georgia . 

56 

132.4 

126.3 

107.33 

50.75 

431.1 

19  87 

Hawaii . 

3 

1.3 

— 

0  44 

1.08 

3.8 

0.00 

Idaho  . 

7 

36.7 

58.9 

25.16 

33.13 

159.0 

0.00 

Illinois . 

398 

548  5 

832.2 

230.87 

261.98 

2,129.9 

519.99 

Indiana  . 

106 

115.5 

62.9 

96.72 

70.22 

396.8 

6.39 

iowa . 

105 

28  6 

22.2 

28.39 

52.17 

238.2 

0.30 

Kansas  . 

169 

38.8 

33.4 

30.54 

74.93 

262.5 

0.00 

Kentucky . 

77 

90.0 

56  4 

34.06 

56.86 

268.6 

7.47 

Louisiana . 

71 

265.3 

245.8 

113.20 

67.04 

771.2 

0.00 

Maine  . 

7 

13.9 

15.0 

8.33 

3.79 

41.8 

0.00 

Maryland . 

24 

73.5 

99.0 

173.30 

11.11 

359.7 

24.68 

Massachusetts . 

50 

275  8 

437.1 

114.40 

81.33 

918.2 

266.26 

Michigan . 

117 

179.3 

218.5 

88.36 

64.65 

611.1 

5.88 

Minnesota 

214 

194.8 

410.3 

85  82 

200.15 

1,050.7 

86.84 

Mississippi 

32 

61.9 

39.7 

41.51 

23.08 

179.8 

0.00 

Missouri . 

110 

129.0 

182.6 

88  88 

90.96 

563.1 

28.54 

Montana 

58 

24.2 

16.6 

24  45 

54.29 

194.8 

0.00 

Nebraska . 

118 

31.5 

27.2 

30.10 

95.20 

253.2 

0.00 

Nevada  . 

6 

37.1 

68.9 

140.75 

5.18 

252.2 

0.00 

New  Hampshire . 

22 

13.6 

9.1 

14.18 

9.82 

52.8 

0.00 

New  Jersey . 

68 

418.9 

309.2 

151  42 

79.70 

980.3 

10.41 

New  Mexico  .  .  . 

42 

59.2 

28.9 

23.67 

35.82 

192.3 

0.00 

New  York . 

106 

1,199.7 

1,625  4 

774.61 

294.22 

3,935  8 

4,605.46 

North  Carolina . 

16 

100.1 

190.1 

85.85 

39.51 

416  4 

18.86 

North  Dakota . 

43 

12.3 

— 

11.80 

31.09 

119.7 

0.00 

Ohio . 

141 

346.2 

421.8 

338.72 

154.36 

1,329.1 

35.49 

Oklahoma . 

225 

289.0 

160.3 

52.58 

198.25 

1,010.8 

0.00 

Oregon  . 

8 

138.1 

165.3 

43.05 

39.16 

388.4 

1.50 

Pennsylvania . 

180 

420.2 

933.7 

232  08 

318.55 

1,940  6 

138.17 

Rhode  Island 

5 

63  6 

62.1 

29.34 

16.78 

171.8 

11.03 

South  Carolina . 

21 

109.6 

44.0 

41.14 

17.61 

217.6 

0.00 

South  Dakota  . 

25 

15  4 

22.7 

822.38 

62.08 

945.2 

0.00 

Tennessee  . 

59 

108.1 

118.7 

67.21 

36.26 

349  7 

0.00 

Texas 

1.073 

2,343  3 

2,443.0 

271  41 

856.19 

6,647.9 

191.09 

Utah 

7 

152.1 

58  8 

31  00 

12.61 

256.1 

0.00 

Vermont .  . 

12 

11.3 

18.2 

5.19 

3.35 

39  8 

0.00 

Virginia  ... 

46 

204.2 

93.3 

87.33 

83.67 

478  4 

0.00 

Washington 

23 

360  9 

468  4 

116  81 

95.71 

1,048.9 

94.82 

West  Virginia 

97 

77  4 

12  8 

54  23 

31.76 

207.0 

0.00 

Wisconsin 

117 

101.8 

103.9 

33  04 

64.03 

375.9 

3.65 

Wyoming 

54 

21.1 

— 

10  26 

61  62 

152.8 

0.00 

Puerto  Rico 

1 

0.6 

— 

0  12 

1.25 

2.0 

0.00 

NO  E  Sum  of  Real  estate  Commercial  and  industrial.  Personal  and  All  other  past  due  loans  and  leases  is  less  than  the  Total  domestic  because 
r  onaccrual  'oans  are  not  reported  by  loan  type  by  banks  filing  the  abbreviated  Report  of  Condition,  and  as  a  result  are  counted  in  the  total  figure  only 

Dashes  indicate  amounts  less  than  $500,000 
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Average  national  banks’  percent  of  loans  past  due  at  domestic  offices,  by  assets 


Assets  in  millions  of  dollars 


Less 

than 

$10 

$10 

to 

$20 

$20 

to 

$25 

$25 

to 

$40 

$40 

to 

$100 

$100 

to 

$300 

$300 

to 

$900 

$900 

to 

$5,000 

$5,000 

or 

more 

All 

national 

banks 

Real  estate 

June  1985  . 

2.2 

3.9 

3.6 

3.5 

3.5 

3.1 

3.9 

3.8 

4.9 

3.4 

September  1985  . 

2.1 

3.6 

3.7 

3.6 

3.4 

3.1 

4.0 

4.1 

5.0 

3.4 

December  1985 

2.2 

4.3 

3.7 

3.9 

3.5 

3.3 

4.2 

4.2 

5.1 

3.6 

March  1986 

2.8 

4.5 

3.9 

4.0 

3.8 

3.5 

4.9 

4.8 

6.0 

3.9 

June  1986 

2.5 

3.7 

3.7 

3.5 

3.4 

3.0 

4.5 

4.5 

4.5 

3.5 

September  1986 

3.0 

4.1 

4.3 

3.7 

3.3 

2.8 

4.7 

4.9 

4.7 

3.6 

Commercial  and 
industrial 

June  1985  . 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

4.5 

5.2 

4.7 

September  1985  .  . 

NA 

NA 

NA 

NA 

NA 

NA 

5.0 

4.7 

4.8 

4.7 

December  1985  . 

NA 

NA 

NA 

NA 

NA 

NA 

4.8 

4.5 

4,7 

4.6 

March  1986 

NA 

NA 

NA 

NA 

NA 

NA 

5.7 

5.1 

4.8 

5.3 

June  1986  . 

NA 

NA 

NA 

NA 

NA 

NA 

5.6 

4.8 

4.7 

5.1 

September  1986 

NA 

NA 

NA 

NA 

NA 

NA 

5.5 

5.2 

5.1 

5.2 

Personal 

June  1985  . 

2.6 

3.4 

3.3 

3.3 

2.9 

2.3 

2.3 

2.4 

2.4 

2.9 

September  1985  . 

2.4 

3.5 

3.2 

3.0 

3.1 

2.6 

2.4 

2.7 

3.1 

3.0 

December  1985  .  .  . 

2.9 

4.0 

3.4 

3.3 

3.3 

2.9 

2.5 

3.0 

3.2 

3.3 

March  1986  . 

2.7 

3.9 

3.9 

3.4 

3.3 

2.8 

2.7 

3.0 

3.0 

3.3 

June  1986  . 

2.5 

3.5 

3.7 

3.0 

3.1 

2.6 

2.7 

2.7 

2.7 

3.0 

September  1986  .  .  . 

2.4 

3.7 

3.8 

3.1 

3.1 

2.7 

2.7 

2.9 

2.9 

3.1 

All  other 

June  1985  . 

2.8 

4.3 

4.0 

4.2 

4.2 

3.5 

2.1 

2.0 

3.3 

3.8 

September  1985  .  .  . 

3.3 

4.7 

4.5 

4.1 

4.2 

3.6 

2.0 

2.4 

3.3 

4.0 

December  1985  .  .  .  . 

3.6 

5.1 

4.7 

4.6 

4.5 

3.7 

1.6 

2.2 

2.8 

4.2 

March  1986 

3.9 

5.7 

5.2 

5.4 

5.2 

4.3 

2.4 

2.6 

3.1 

4.8 

June  1986  . 

3.2 

4.7 

4.4 

4.8 

4.6 

3.7 

2.0 

2.6 

2.8 

4.2 

September  1986  .  .  . 

3.8 

5.1 

4.8 

4.7 

4.5 

3.7 

1.8 

2.3 

2.6 

4.2 

Total  loans 

June  1985  . 

3.4 

5.2 

5.1 

5.3 

5.1 

4.5 

3.9 

3.6 

4.2 

4.8 

September  1985  .  .  . 

3.5 

5.2 

5.8 

5.4 

5.3 

4.8 

4.0 

3.8 

4.3 

5.0 

December  1985 

4.2 

5.9 

5.7 

5.7 

5.4 

4.8 

4.0 

3.9 

4.2 

5.3 

March  1986 

4.8 

6.7 

6.6 

6.4 

6.1 

5.4 

4.6 

4.4 

4.5 

5.9 

June  1986  . 

4.2 

6.1 

6.1 

5.9 

5.6 

5.0 

4.4 

4.0 

4.0 

5.4 

September  1986 

5.0 

6.4 

6.6 

5.9 

5.7 

4.9 

4.4 

4.3 

4.3 

5.6 

See  notes  at  end  of  tables 
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Average  national  banks’  percent  of  loans  past  due  at  foreign  offices,  by  assets 


All  foreign  office  loans 
June  1985 
December  1985 
March  1986 
June  1986 
September  1986 


$300 

to 

$900 


9  8 
11.4 
8.1 
9.2 
5.5 


NOTES: 


Assets  in  millions  of  dollars 


$900 

to 

$5,000 


7.7 
9.0 

8.7 
7  0 
6.2 


$5,000 

or 

more 


7.4 
6.0 

5.5 
6.4 
6.3 


All 

national 

banks 


8.0 

8.3 

7.4 

7.1 

6.1 


These  figures  include  non-accrual  and  past  due  loan  and  lease  financing  receivables. 

Past  due  loans- These  items  are  (1)  single  payment  notes  30  days  or  more  past  maturity;  (2)  single  payment  notes 

rTamZ  dUe  f  S?eC' ,ed  intervals  and  demand  notes  on  which  interest  is  due  and  unpaid  for  30  days  or  more- 
3)  amortizing  real  estate  loans  and  closed-end  monthly  installment  loans  and  lease  financing  receivables  in  arrears 

fnr  monthly  payments-  or- ,f  scheduled  other  than  monthly,  when  one  scheduled  payment  is  due  and  unpaid 

fo  twn  Tmn^T,;  (  )  °PT  aCC0UntS  °"  Which  the  Customer  has  not  made  the  minimum  monthly  payment 

or  two  or  more  billing  cycles;  and  (5)  unplanned  overdrafts  outstanding  30  days  or  more  after  origination  V 

m^ZfflphnS_TheSe  ^7®  ®re  0)  th0SG  maintained  on  a  cash  basis  because  of  deterioration  in  the  financial 
position  of  the  borrower;  and  (2)  those  on  which  principal  or  interest  has  been  in  default  for  a  period  of  90  davs  or 

p  °redun  eSS  the  °b|,9at|on  is  both  well  secured  and  in  the  process  of  collection,  in  which  case  it  is  considered  merely 


T  1  u  l  P  dUe- Percentages  reported  are  averages  of  individual  banks'  percentages  of 

ha  JhP  H  U|f  Wl  h| eaC^  ^ank  accorded  the  same  we'9ht  regardless  of  size;  those  individual  bank  percentages  are 
based  on  dollar  value  of  loans  past  due.  All  figures  are  as  of  the  last  day  of  the  month  indicated 


Loan  categories— -The  loan  categories  for  this  table  correspond  to  those  for  the 
loans.'’  ‘Other  loans"  includes  loans  to  financial  institutions,  loans  for  purchasing 
and  all  other  loans  not  included  in  the  specified  categories. 


report  of  condition  except  for  "Other 
or  carrying  securities,  loans  to  farmers 


Data  for  prior  periods,  based  on 
1,  pp.  229-232. 


slightly  different  definitions,  may  be  found  in  the  Quarterly  Journal,  Volume  2,  Number 


Beginning  March  1984,  past  due  commercial  and  industrial  loans  of  banks  with  less  than  $300 
been  combined  with  all  other  loans. 


million  in  assets  have 
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Banking  Relations,  27 

Chief  Counsel,  6 
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civil  money  penalties  issued  July  1  to  December  31,  1986, 
110-113 

Commercial  Activities,  8 

Communications,  28 

Compliance,  9 

Comptrollers,  listed,  161 

Congressional  Liaison,  28 

Consumer  Examinations,  10 

Corporate  and  Economic  Programs,  6,  12-15 

Corporate  Activity  Division,  13 

Customer  and  Industry  Affairs,  28 

Deputy  Comptrollers,  listed,  162 

district  offices,  inside  back  cover 

Economic  and  Policy  Analysis,  14 

EDP  Activities,  8 

enforcement  actions  issued,  July  1  to  December  31,  1986. 

81-116 

Enforcement  and  Compliance,  23 
Equal  Employment  Opportunity  Office,  17 
Financial  Management,  19 


Human  Resources,  15 

Industry  and  Financial  Analysis,  14 

Information  Systems  and  Technology,  18 

International  Relations  and  Financial  Evaluation,  10 

interpretive  letters  of,  October  15  to  December  15,  1986,  57-75 

Investment  Securities,  10 

investment  securities  letters  of,  75-79 

Law  Department,  6,  20-27 

Legal  Advisory  Services,  25 

Legislative  and  Public  Affairs,  5,  27-29 

Legislative  and  Regulatory  Analysis,  26 

Licensing  Policy  and  Systems,  12 

Litigation,  20 

Management  Systems,  19 
Multinational  Banking,  11 
Operations  Analysis,  17 
Policy  Group,  inside  front  cover 
Quality  Assurance,  7 
Resource  Management,  15 
Securities  and  Corporate  Practices,  24 
Special  Adviser  to  the  Comptroller,  5 
Special  Supervision,  6 
Strategic  Planning,  15 
Supervisory  Information,  7 
Supervisory  Systems,  6 
Supervisory  Research,  7 
Systems  and  Financial  Management,  18 
Training  and  Development,  16 
Trust  Activities,  9 
Conversions: 
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1986,  183 
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Credit  cards  and  related  plans  of  national  banks,  balances 
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Deputy  Comptrollers  of  the  Currency,  listed,  162 
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deposits  in,  by  states,  September  30,  1986,  188 
loans  of,  by  states,  September  30,  1986,  189 
by  states,  July  1  to  December  31,  1986,  165 
Due  bills,  investment  securities  letter  on,  75 

Enforcement  actions  of  the  OCC,  July  1  to  December  31,  1986, 
81-116 

Federal  branches  and  agencies  of  foreign  banks,  167 
Federal  Home  Loan  Bank  Board,  52-55 
Fitzgerald,  Richard  V.,  speech  by,  46 
Foreign  banks,  Federal  branches  and  agencies  of,  167 
Formal  agreements  of  OCC  (See  Enforcement  actions) 

Glass-Steagall  Act,  46-48,  53 

Ho,  Rose  W  ,  article  by,  1 
Housing  industry,  52-55 

Income  and  expenses  of  national  banks.  September  30.  1986,  187 
Insurance,  36-40 

Interpretive  letters  of  OCC.  October  15  to  December  15.  1986, 
57-75 

Investment  securities  letters,  75-79 
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branches 

by  states,  July  1  to  December  31,  1986,  165 
CBCT  by  states,  July  1  to  December  31,  1986,  166 
changes  in  structure,  164 
charters,  applications  for,  168,  169 
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October  1  to  December  31,  1986,  117-157 
new  charters  issued  to,  by  states,  July  1  to  December  31  1986 
170 

operations  of,  1 

past  due  loans  of,  192-194 


Operations  of  national  banks,  1 
Orders  of  removal  issued  July  1  to  December  31  1986 
113-116 

Past-due  loans: 
and  leases,  total,  192 
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average  banks'  percent,  by  assets,  193 

Regulation  Y,  40 

Savings  and  loan  associations,  52-55 
Securities,  accounting  for,  investment  securities  letter  on 
77 

Securitization,  investment  securities  letter  on,  75 
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12  U.S.C.  36,  interpretive  letters  on,  65,  67 
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12  C.F.R  7.3400,  interpretive  letter  on,  59 

Variable  rate  demand  notes,  76 

WPPSS  bonds,  investment  securities  letter  on,  79 

Year-to-date  income  and  expenses  of  national  banks,  187 


196 


COMPTROLLER  OF  THE  CURRENCY 


Northeastern  District 

New  York  District  Office 

1211  Avenue  of  the  Americas 

Suite  4250 

New  York,  NY  10036 

FTS  8-265-3495 

Commercial  212-944-3495 


Southeastern  District 

Atlanta  District  Office 

Peachtree  Cain  Tower 
Suite  2700 

229  Peachtree  St.,  NE 
Atlanta,  GA  30303 

FTS  8-242-4926 

Commercial  404-331-4926 


Central  District 

Chicago  District  Office 
One  Financial  Plaza 
Suite  2700 

440  South  LaSalle  Street 
Chicago,  IL  60605 

FTS  8-364-8000 

Commercial  312-663-8000 


Midwestern  District 

Kansas  City  District  Office 

2345  Grand  Avenue 
Suite  700 

Kansas  City,  MO  64108 

FTS  8-758-0700 

Commercial  816-556-1800 


Southwestern  District 

Dallas  District  Office 
1201  Elm  St. 

Suite  3800 
Dallas,  TX  75270 

FTS  8-729-4400 

Commercial  214-767-4400 


Western  District 

San  Francisco  District  Office 
50  Fremont  Street 
Suite  3900 

San  Francisco,  CA  94105 

FTS  8-449-9900 

Commercial  415-545-5900 


SPECIAL  FOURTH-CLASS  RATE 
POSTAGE  &  FEES  PAID  BY 
Comptroller  of  the  Currency 
PERMIT  NO.  G-8 


Comptroller  of  the  Currency 
Administrator  of  National  Banks 

Washington,  D  C.  20219 

OFFICIAL  BUSINESS 
Penalty  for  Private  Use  $300 


